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THE AUSTRALIAN ACCOUNTANT 


‘“*The Australian Accountant ”’ 


Two great Institutes of Accountants, each with a long and 
honourable record of service to the accountancy profession and the 
commercial community in Australia, have joined forces in arrang- 
ing for the publication of The Australian Accountant. In doing so 
they have been inspired by the desire to provide for their members 
a monthly journal which shall be interesting, informative and help- 
ful in improving the status of accountants in this country, and in 
raising, so far as that is possible, the standards of practice and 
conduct in the profession. 

It has seemed to us fitting that on the important occasion of the 
publication of the first issue of the new journal, official pronounce- 
ments of the aspirations of the two Institutes should be made, and 
we have accordingly invited Mr. A. L. Prendergast, President of 
the Federal Institute of Accountants, and Mr. H. P. Ogilvie, Presi- 
dent of the Commonwealth Institute of Accountants, to express 
their views. 


In response to our invitation, Mr. A. L. Prendergast says :— 


“On behalf of the Federal Institute of Accountants I desire to 
extend to the Editorial Staff of The Australian Accountant the 
very best of wishes for a bright and prosperous future. 

“The publication of this journal is probably the most tangible 
evidence of the co-operation existing between the major Institutes 
of the accountancy profession, and on that score alone it must be 
regarded as of extreme importance. 

“IT desire to assure the Editor, Mr. A. A. Fitzgerald, of our sup- 
port and wish him every success.” 


Mr. H. P. Ogilvie says :— 


“On the occasion of the first issue of The Australian Accountant 
I know that I am expressing the feelings of all members of the 
Commonwealth Institute of Accountants when I wish the new 
publication a long and successful career. 

“The journal has been founded by the Institute in partnership 
with the Federal Institute of Accountants, and I am confident it 
will prove to be a credit to both Institutes, and will serve further 
to cement the growing goodwill and esteem between the members 
of the two bodies. 

“Each Institute has for many years published its own journal, 
and I should like to extend my congratulations and thanks to those 
who have been responsible tor these publications, for the excellence 
and thoroughness of their work. With the co-operation of both 
interests, the new joint journal will have an opportunity of render- 
ing an even greater service to the members. The arrangements 
which have been made for contributions by specialists in many and 
varied phases of accountancy activities should ensure that the con- 
tents will be of invaluable assistance and interest to the commercial 
world in general, and will play an important part in advancing 
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the interests of the accountancy profession in both the practising 
and non-practising branches. 

“We have been fortunate in securing the services of Mr. A. A. 
Fitzgerald as Editor. Assisted, as he will be, by a competent 
and highly-qualified staff of associates, it is my confident belief 
that he wi!l produce a journal of which we shall all be justly proud, 
and which will be fit to rank as an equal with similar publications 
throughout the world.” 


Partners in any enterprise should know something of the ante- 
cedents of their associates. It will therefore, we think, not be 
inappropriate for us to refer briefly to the history and development 
of the two Institutes concerned. 

The Commonwealth Institute of Accountants was registered in 
the State of Victoria on March 1, 1887, as “The Incorporated 
Institute of Accountants, Victoria.” The name was changed to 
“The Incorporated Institute of Accountants, Commonwealth of 
Australia” on August 27, 1918, and on October 25, 1921, the 
present title of “Commonwealth Institute of Accountants” was 
adopted. 

The first branch of the Institute was established in the State 
of Western Australia in 1904, and subsequently branches were 
formed in each of the other States. 

From time to time, the following Institutes amalgamated with, 
or were absorbed by, the Commonwealth Institute :-— 


The Queensland Institute of Accountants: April 28, 1921. 

The Institute of Accountants and Auditors of Western Aus- 
tralia: September 4, 1923. 

ee of Public Accountants of Australia: August 22, 

The Institute of Incorporated Accountants of New South 
Wales: June 5, 1930. 

The South Australian Society of Accountants: March 9, 1932. 


An important step in the evolution of the Institute as a Com- 
monwealth-wide organization was taken on September 8, 1922, 
when the whole constitution was changed. Under the new Articles 
then adopted, provision was made for the election of Divisional 
Councils in each State, with jurisdiction over local members and 
affairs, and for the election by Divisional Councils of representa- 
tives to a General Council. Thus, whilst Divisional Councils attend 
to the local needs of members, complete autonomy is maintained 
through the General Council, which is representative of all States. 

In 1915 the Institute had 800 members, and there has been a 
continuous annual increase in membership since then, so that, by 
December 31, 1933, the number amounted to 4,049. 

The first President of The Incorporated Institute of Account- 
ants, Victoria, was Mr. W. Crellin, who held office continuously 
until 1891. The first President of the General Council of the 
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Commonwealth Institute of Accountants was Mr. L. A. Cleveland, 
who is still a member of the General Council, and is one of the 
two representatives of the Institute on the Board of Directors of 
the company which publishes this journal. Mr. Cleveland played 
an important part in the negotiations with the Federal Institute of 
Accountants for the foundation of a joint journal. 

Messrs. J. H. Flack and A. Gilmour were the first joint 
Honorary Secretaries of the Institute, and Mr. Flack continued 
in office as Honorary Secretary until 1894, when Mr. W. A. New- 
ton was appointed Secretary. Mr. J. P. Bainbridge, the present 
Registrar of the University of Melbourne and a member of the 
Victorian Divisional Council of the Institute, succeeded Mr. 
Newton in 1898 and held office until 1908. In 1903 the title of the 
chief executive officer was changed to that of Registrar. Mr. 
Bainbridge was succeeded in 1909 by Mr. R. J. Oehr, who has 
held office ever since, and who thus completed a quarter of a 
century’s service to the Institute in 1934. In 1932, a full-time 
Assistant Registrar was appointed in the person of Mr. C. W. 
Andersen, who still holds office, and who is now in addition 
Secretary of the publishing company. Since his appointment Mr. 
Andersen has rendered notable service to the Institute in connec- 
tion with both General Council and Victorian Divisional matters, 
and has acted with conspicuous success as Secretary of several 
joint committees of accountancy and secretarial bodies. 

The Commonwealth Institute did not commence to publish a 
journal until September, 1921, when the first issue of The Com- 
monwealth Journal of Accountancy appeared, but from 1909 to 
1921 arrangements were in existence with the Journal of Com- 
merce, edited by Mr. George W. Wamsley, for the inclusion in 
that journal of a section on behalf of the Institute. The first Editor 
of the Commonwealth Journal of Accountancy was Mr. D. Claude 
Robertson, who was succeeded, in August, 1924, by Mr. O. R. 
MacDonald. Mr. MacDonald continued to edit the journal until 
its last issue in January, 1936, and he has now been appointed 
Editor of the Students’ Section of this journal, a post for which 
his long experience as Honorary Secretary of the Commonwealth 
Accountants’ Students’ Society has made him exceptionally well 
qualified. 

The Federal ‘Institute of Accountants was incorporated on 
July 17, 1894, with Mr. James Shackell as the first President and 
Mr. Danvers Godden as the first Secretary. Mr. Shackell was 
succeeded in 1899 by Mr. W. J. Runting, who held office as Presi- 
dent until 1913, when Mr. E. L. Wilson was elected to that 
position. After a long and valuable term of office, Mr. Wilson was 
succeeded in 1930 by Mr. A. L. Prendergast, the present Presi- 
dent, who is one of the two representatives of the Federal Institute 
on the Board of Directors of the publishing company. The other 
representative of the Institute is Mr. C. H. Rogers. 

In 1908, Mr. A. Capper Moore was appointed Secretary, and 
continued in that post until 1934, thus completing a term of service 
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—like that of Mr. Oehr in the Commonwealth Institute-—of more 
than a quarter of a century. The accountancy profession in Aus- 
tralia owes much to the able, patient and loyal work of these two 
gentlemen, who, we are glad to say, are still giving the benefit of 
their ripe experience to the service of their respective Institutes. 
On Mr. Capper Moore’s retirement from the post of Secretary in 
1934, his son, Mr. Guy N. Moore, the present Secretary of the 
Institute, was appointed in his place. 

The Federal Institute of Accountants has a State Division with 
a State Board in each State of the Commonwealth. The Head 
Office is located in Melbourne, and the Council consists of repre- 
sentatives elected by each State Board. On December 31, 1934, 
the total membership of the Institute was 4,186. 

The first issue of the Institute’s journal, The Federal Account- 
ant, was published on January 1, 1916, Mr. A. E. Norden being 
the Editor. Mr. Norden was later succeeded by Mr. Darrell Ray, 
and on the unfortunate death by drowning of Mr. Ray, Mr. 
Hedley N. Redpath took his place. Later Mr. G. L. Mayman 
became the Editor, and continued in that post until the last issue 
of the journal in December, 1935. Mr. Mayman has now been 
appointed Editor of the Legal Section of the joint journal, and 
he brings to our service qualifications—academic and practical— 
of the highest order. 

It remains now shortly to trace the course of events leading 
up to the amalgamation of the journals of the two Institutes. 

Negotiations were first opened on March 21, 1934, when the 
General Councils of the Federal and Commonwealth Institutes 
were meeting in Melbourne. By direction of the General Council 
of the Commonwealth Institute a letter was addressed to the Presi- 
dent of the Federal Institute asking his Council to consider the 
principle of amalgamating the accountancy journals of Australia. 
Two days later a conference was held between representatives of 
the two bodies, and the following resolution was passed : 





“That the representatives of the two Institutes here present 
approve of the principle of amalgamating the accountancy and 
secretarial journals of Australia and that as a first step a 
general scheme of management on broad lines be drawn up by 
Mr. McInnes for submission to the Federal Institute of 
Accountants, the Commonwealth Institute of Accountants, 
and the Australasian Institute of Secretaries, for considera- 
tion.” 


On August 14, 1934, the proposals were submitted to the 
Federal Institute of Accountants, and a little later to the Australa- 
sian Institute of Secretaries. No further progress was made until 
March and April of 1935, when the General Councils of the Federal 
and Commonwealth Institutes met in Melbourne and Sydney 
respectively. At these meetings the principle of amalgamation was 
agreed to on the basis of the Proposals prepared by Mr. J. S. 
McInnes, of Queensland. Each body appointed two Provisional 
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Directors to take all necessary steps to register a publishing com- 
pany and to give effect to the Proposals, which briefly were as 
follow :— 


(1) To produce one Accountancy and Secretarial Journal for Aus- 
tralia, instead of the multiplicity of such Journals then in 
circulation ; 

(2) To form a Company for the purpose of publishing such Journal; 

(3) The constituting Institutes to have equal representation on the 
Board of Directors of the Publishing Company. The Chairman- 
ship of the Board to be held by a representative of each of the 
constituting Institutes in rotation; 

(4) The name of the Journal to be decided by the Board of the Publish- 
ing Company subject to the approvai of the constituting Institutes ; 

(5) The policy of the Journal, so far as the constituting Institutes 
are concerned, to be neutral; 

(6) The nett cost of publishing the Journal to be borne by the 
constituting Institutes in proportion to the number of copies 
supplied to each Institute (including the copies supplied to the 
Students’ Societies of each Institute) ; 

(7) The Institutes to be allocated an agreed-upon amount of space 
in each issue of the Journal for reports of matters relating to 
each Institute and the doings of their Students’ Societies, including 
annual reports and accounts, presidential addresses, etc. (Matters 
of this kind could well be left to the Board of Directors of the 
Publishing Company). 

(8) The whole of the working of the new Journal, including appoint- 
ment of printers, editor and advertising agents, and style and 
contents, to be left to the Board of the Publishing Company. 


Shortly after this a meeting of the Provisional Directors was 
held in Melbourne to decide the matters relating to the formation 
of the company to give effect to the Proposals. 

A further meeting of the Provisional Board of Directors was 
held on September 12, 1935, when the Memorandum and 
Articles of Association were agreed upon, and an Editor appointed. 

Between September, 1935, and January, 1936, negotiations were 
proceeding with other Institutes to join in the amalgamation, but 
as it was not anticipated that these negotiations would unduly 
delay the publication of the first issue, arrangements were made 
for the discontinuance of The Comonwealth Journal of Accountancy 
and The Federal Accountant at the end of 1935. 

The negotiations not having been brought to fruition in Janu- 
ary, 1936, and it then appearing likely that further delays were 
inevitable, the Board of Directors decided to proceed with the 
registration of the publishing company and the publication of the 
first issue. The company was accordingly registered in Melbourne, 
under the name of “Accountants Publishing Company Limited,” 
on January 25, 1936. Mr. A. L. Prendergast is the first Chair- 
man of Directors of the company. The door is not, however, closed 
against other Institutes who may desire to join in the publication 
on the principles laid down in the original proposals, and it is 
hoped that in due course other Institutes will so join. 

We cannot be insensible t> the obligation which devolves upon 
us to continue the good work of our predecessors and to justify 











we ORES 


- 


ow 














= 


oa ORS oe 


. ec 











1936 THE AUSTRALIAN ACCOUNTANT 7 





the high hopes which the representatives of the two constituting 
bodies entertain for this journal. During the last half century 
the Federal Institute and the Commonwealth Institute have each 
built up a tradition of useful service to members, which found one 
of its main expressions in the columns of their respective journals. 
Working with resources much less extensive than those which 
will be available to us, the editors of those journals contrived to 
place their publications upon a high plane, and we hold ourselves 
fortunate in having secured the co-operation of such experienced 
and capable men as Mr. G. L. Mayman and Mr. O. R. MacDonald 
in producing the new journal. Mr. J. A. L. Gunn, of Sydney, 
whose contributions on taxation matters to The Commonwealth 
Journal of Accountancy have been most favourably received 
throughout the Commonwealth, will also be associated with us 
as Editor of our Taxation Section. Moreover, it is hoped that 
several other well-known contributors to the columns of The 
Federal Accountant and The Commonwealth Journal of Account- 
ancy will become regular contributors to our journal. The section 
devoted to bankruptcy matters will be in the charge of Mr. A. H. 
Outhwaite, President of the Bankruptcy Trustees’ Association of 
Victoria, whose legal knowledge and long practical experience as 
a trustee in bankruptcy are sufficient guarantee that this section 
will be capably handled. In addition to being a practising account- 
tant of many years’ standing, Mr. Outhwaite is a qualified barrister 
and solicitor. 

We commence therefore with the assurance of ample skilled 
assistance in our responsible task and with confidence that the 
step which the Institutes have taken in founding a joint journal 
will be justified by results. 

In other respects also the auspices are favourable. The 
existence of The Australian Accountant itself is evidence of the 
rapidly developing mutual respect and desire for co-operation of 
the two Institutes. Time was—and not so very long ago—when 
relations between them were not all that could be desired, but 
those days are past and, we hope, done with. The amalgamation 
of journals represents the latest development in a_ steady 
re-approachment which has been proceeding for several years, and 
which has found expression in such measures of co-operation as 
the resuscitation of the Joint Council of Accountancy Bodies in 
Victoria and joint committee work on taxation, company law 
amendment and other matters, which have had, and will have in 
future, important beneficial results not only for the accountancy 
profession, but for the whole business community. The first 
Australian Accountancy Congress, to be held in Melbourne in 
March, may be expected to bring accountants of all the reputable 
Institutes into even closer harmony. Everyone associated with 
the publication of the new journal aspires to perform his part 
in improving the relationship between Australian accountancy 
institutes of standing, and in emphasising the common bond 
between them and their common objectives. The Commonwealth 
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Institute of Accountants and the Federal Institute of Accountants 

each includes amongst its members many accountants in public 
practice as well as many more whose services are rendered to 
one commercial unit or enterprise. Believing that the true test of 
a profession, as distinguished from a mere calling, is the nature 
and quality of the service rendered by its members, rather than 
the number of persons or bodies to whom that service is rendered, 
we do not subscribe to the view that there should be a clear-cut 
line of distinction between the practising and the non-practising 
accountant. We hope to provide interest and instruction for both 
branches of the profession, and above all to incite and encourage 
the desire for progress in accountancy thought and technique, to 
the end that accountants generally may more completely develop 
their potentialities as assistants and advisers to business managers, 
and that those potentialities may be more readily realised and 
more extensively used by business men. 

But if the journal is to be completely successful, a responsibility 
must be laid upon its readers to use the service which it can 
render. We shall at all times welcome contributions on matters 
of interest to accountants, and we shall be anxious to do all that 
lies in our power to assist our readers in dealing with their prob- 
lems. It is our intention to devote a portion of our space to 
questions received from readers and replies thereto, and every 
effort will be made to ensure that the replies are authoritative and 
helpful. 

Finally, our ambition is to make the journal a truly Common- 
wealth-wide publication, and to ensure that its contents shall appeal 
to accountants in all parts of Australia. With this aim in view, 
State Correspondents are being appointed in each State of the 
Commonwealth except Victoria, and the names and addresses of 
those already appointed will be found on page 1 of this issue. We 
appeal to our readers in States other than Victoria to keep our 
Correspondents well supplied with information concerning local 
affairs. They will be glad to receive and transmit suggestions and 
to consult and advise likely contributors, and matter for publica- 
tion in the journal may, if desired, be sent to them. The Editorial 
staff is an enthusiastic band of workers, imbued with the ideal 
of producing a worth-while publication. We need, and ask for, 
the full co-operation of our readers. 


Brighter Prospects for 1936 


It is a fortunate circumstance that our first issue appears at 
a time when business conditions in Australia are showing definite 
and unmistakable signs of improvement. Our New South Wales 
State Correspondent expresses for his State, in the following 
terms, a feeling which we believe will be shared in practically all 
parts of the Commonwealth :— 
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“The yea> 1936 opened with every indication of increasing 
prosperity. The upward trend in trade and commerce, finance 
and industry during the past year culminated in record trading 
at Christmas time, retail stores registering exceptionally good 
business. Comparisons of published financial statements for the 
years 1934 and 1935 reveal marked improvements. The main- 
tenance of high prices for wool and the advance in wheat prices 
coupled with a sustained demand for primary produce, are evidence 
of increasing national wealth, whilst the improved demand for 
real estate and added activity in the building trade are unmistakable 
signs of progress towards economic recovery. 

“It is claimed by business colleges that there is a keen demand 
for stenographers, and that there are more positions available than 
they can fill. At a time when thousands of boys and girls are 
leaving school to embark on business careers, this statement is 
opportune and welcome. 

“Recent bounteous rains throughout the State have benefited 
pastoral districts in particular, thus considerably enhancing the 
prospects of greater production. Stock Exchange reports disclose 
an improved demand for investment and rising values on the 
resumption of business after the recess. State Government 
accounts for the six months ended December 31, 1935, reveal an 
excess of expenditure over revenue of £1,485,722, compared with 
£2,454,611 for the corresponding period of the preceding year. 
This improvement of nearly a million pounds, accompanied as it 
is with the news of the recent conversion of New South Wales 
stock in London at an estimated annual saving of half a million 
pounds, is most gratifying. Present indications in New South 
Wales, therefore, point to gradual restoration of confidence and 
further progress towards economic stability during the present 
ear.” 

. Brave words and comforting, and one cannot doubt that, for 
Australia, the worst days are for the present behind us. Yet 
skilled observers have warned us that business conditions are not 
likely to be as easy in the next decade as they were in the halcyon 


_days of the post-war boom. The address to the Federal Institute 


of Accountants by the Hon. F. P. Kneeshaw, m.t.c., President of 
the New South Wales Chamber of Manufactures, which is reported 
in this issue, is eloquent of the wastes that have occurred in 
public expenditure and of the necessity for more rigid control and 
a more careful weighing of expected advantages in future. In 
both private and public business the urge for efficiency is likely 
to be intensified, and we know that, in such circumstances, the 
services of accountants are by no means the least valuable of the 
many efforts and aptitudes that are called for. Accountancy in 
Australia has a bright future opening before it. May accountants 
be worthy of, and responsive to, the opportunity ! 
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Bankruptcy Section 
Edited by A. H. OUTHWAITE, F.c.a. (aust.) 


QUESTIONS ON BANKRUPTCY PRACTICE 


The Editor of this section of the journal will be glad to answer 
questions from readers relating to bankruptcy practice. Questions 
and answers will be published in these columns, but it should be 
clearly understood that we cannot undertake to answer questions 
concerning the construction of the Act, or upon legal matters on 
which the opinion of a lawyer should be sought. 


THE OLD LAW AND THE NEW 


The following is an extract from a recent report by the Sydney 
Morning Herald of a case heard by his Honour Mr. Justice Long 
Innes sitting in bankruptcy jurisdiction in Sydney. 

“His Honour said: “This case is one which forcibly directs 
attention to the fact that uniformity in bankruptcy legislation may 
be purchased at too dear a price. Under the system which obtained 
in New South Wales before the passing of the Bankruptcy Act 
estates in bankruptcy were administered by official assignees, who 
had competent staffs and were most diligent, even punctilious, in 
the performance of their duties. The result was that not only were 
the interests of creditors served by collection of assets in the 
quickest time possible, but the interests of the public were served by 
the assignees invariably bringing before the Court all estates in 
which the bankrupts—whether rich men or poor men, big or little 
—had been guilty of acts contrary to commercial morality. The 
Court kept a very strict hand over such matters and visited its 
displeasure on those who had offended against either the law or 
the accepted tenets of commercial morality. This, however, has 
largely disappeared. By reason of the frequency with which deeds 
of arrangement and deeds of assignment are entered into and the 
provisions of the Act availed of, most insolvencies are now handled 
by trustees, usually chosen from the ranks of professional account- 
ants, who no doubt find the position of trustee a very useful 
sideline. I am aware that most deeds of assignment provide that 
the trustee may,/in his discretion, sequestrate an estate where he 
finds that breaches of the Act have been committed, but during the 
two and a half years I have administered this Act I have never 
found this provision availed of, except in cases where the estate 
was too insignificant in size to warrant the distinguished considera- 
tion of the trustees. I decline to believe that breaches of the law or 
breaches of commercial morality are confined to the poorer traders 
or to traders in small or humble circumstances. This consideration 
has been present to my mind for a considerable time, and has led 
me to form the opinion that the advantages, to the State of New 
South Wales at any rate, of uniformity of bankruptcy law have 
been purchased at a price which is too dear. 
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“*Most estates under the Bankruptcy Act are administered at 
the hands of trustees with, I regret to say, a considerable diminu- 
tion of the control the Court of this State used to exercise over 
breaches of commercial morality, and this has resulted, I think, 
in a considerable lowering of the standard of commercial morality 
in the State. Several trustees, of whom the present respondent 
is only one, have not found it convenient or consistent with the 
conduct of other activities to observe the rules and regulations 
laid down by the rule-making body for discharge of their duties. 
An official assignee had a whole-time job, and his time was 
devoted to the proper administration of the estates committed to 
his charge; but, although the rule-making body has defined in 
the most meticulous fashion the duties which have to be performed 
by these trustees—the time within which they must make reports 
and furnish copies of cash books and so on—it has become almost 
impossible satisfactorily to control them. It has been laid down 
by Mr. Justice Lukin that it is not the function of the Court or 
of the Bankruptcy Department to nurse these trustees and con- 
tinually to be pointing out to them the times at which they must 
discharge their duties.’ ” 

The matter before the Court was a report by the Registrar with 
reference to the conduct of a Trustee pursuant to Sections 146 (6) 
and 149 (la) of the Act. The reported misconduct was the 
Trustee’s failure to file accounts in respect of five estates under 
his control, but his Honour seems to have used the occasion to 
give expression to his views upon Commonwealth absorption of 
State legislation and other subjects irrelevant to the matter before 
the Court. 

In laying about him on the subject of the diligent and punctilious 
administration of estates by official assignees in New South Wales 
prior to the Bankruptcy Act in unfavourable comparison with the 
present administration by Trustees, his Honour appears to have 
assumed that administration in bankruptcy was formerly the only 
form of winding up insolvent estates in New South Wales. But 
what of the host of estates which were the subject of deeds of 
inspectorship and other forms of administration of a debtor’s 
property which were not directly subject to control by the Court? 
These estates were well administered by Trustees—generally public 
accountants of standing—in whom the creditors had confidence, 
and the exceptional case of negligence or misfeasance met its 
reward at the hands of creditors. His Honour’s remarks on the 
subject of legislation, if appropriate to the case at all, might better 
have been directed to the loss of freedom of private arrangements 
and the increase of cost of bankruptcy court control which the 
Bankruptcy Act has involved and which the commercial com- 
munity so greatly deplores. 

This loss of the right of debtor and creditors to adjust their 
own affairs without the intervention and stigma of the Bankruptcy 
Court is largely responsible for the special farmers’ relief legisla- 
tion of the various States and the opinion is general amongst busi- 
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ness people that neither debtor nor creditor is well served by the 
modern trend of bankruptcy legislation to bring the settlement of 
their affairs more and more within the purview of officialdom. 

There can be no doubt that Bankruptcy Court authority to con- 
trol insolvent estates generally is infinitely more extensive than 
any such authority existing in New South Wales prior to the 
Commonwealth Act, yet his Honour refers to the diminution of 
control which the Court of that State used to exercise over breaches 
of commercial morality with the result, his Honour concludes, of 
considerable lowering of business morality in that State. It may 
not be out of place to suggest that the real origin of this state of 
affairs is not, as his Honour suggests, change of legislation but 
change in policy of administration by the Court—partly in the 
matter of selection of persons qualified to administer estates, and 
partly in the direction of relaxation of its wide authority to compel 
those selected to fulfil the duties of their office. 

The official assignees of New South Wales were not purely 
Government officials. They had not, as his Honour says they had, 
“a whole-time job,” but were (as Trustees are now) usually 
practising public accountants. But they had, as his Honour 
remarks, “competent staffs and were most diligent and even punc- 
tilious in the performance of their duties.” Presumably, therefore, 
great care was taken by the Court or other authority to ascertain 
that an applicant for appointment had such knowledge, experience 
and professional standing as would, with a reasonable degree of 
certainty, sufficiently qualify him for the position. So far as 
applicants for registration as Trustees under the Bankruptcy Act 
are concerned, the knowledge, experience and professional stand- 
ing required by the Court have not been regarded by experienced 
Trustees as sufficient to ensure capable fulfilment of a difficult 
and responsible office. 

As to the coriduct of Trustees, his Honour did not, unfortu- 
nately, give reasons for his dictum that it has become almost 
impossible to satisfactorily control them. The power of control 
vested in the Court seems sufficiently wide for the purpose and 
as his Honour himself remarks, the Trustees’ duties have been 
most meticulously defined so that any complaint in this respect 
would appear to be attributable to a somewhat over-tolerant 
administration and not to any shortcoming of the present Act or 
Rules. 

On the subject of failure by Trustees under deeds of arrange- 
ment and deeds of assignment to exercise their discretion to 
sequestrate estates under their control where breaches of the 
Act have been committed, the inference to be drawn from his 
Honour’s remarks is that he believes that Trustees neglect a duty 
to exercise this discretion in larger estates but take advantage of 
it to get rid of estates “too insignificant in size to warrant the 
distinguished consideration of Trustees.” 

It is only fair to Trustees to point out that the confinement 
of the exercise of this discretion, in his Honour’s experience, to 
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insignificant estates has probably been merely fortuitous and not 
the result of neglect of duty or mercenary motives which his 
Honour seems to impute. For insofar as neglect of any duty to 
sequestrate for the purpose of enforcing the penal provisions of 
the Act is concerned, it is well known that almost the whole of the 
estates administered in New South Wales, otherwise than under 
sequestration order, are so administered under deeds of arrange- 
ment under Part XII of the Act, and Section 199 (4) makes the 
provisions of Part XIV (Cffences) applicable to “every debtor 
under a deed of arrangement as fully and effectually as if an 
order of sequestration had been made against the debtor on the 
date of his execution of the deed.” For the purpose, therefore, of 
charging the debtor under the penal provisions of Part XIV there 
is no necessity for the Trustees of a deed under Part XII to 
exercise his discretion to sequestrate the estate and his refusal to 
throw upon the creditors the added burden of costly sequestration 
proceedings can hardly be charged to him as neglect. 

So far as concerns his Honour’s experience that Trustees 
under deeds of arrangement exercise their discretion to sequestrate 
estates too insignificant to warrant their distinguished considera- 
tion, his Honour’s words imply that Trustees finding that such 
estates are not worth having, get rid of them by sequestration. It is 
difficult to conceive any reason why a Trustee should adopt the 
cumbersome, expensive and altogether senseless procedure of 
accepting the Trusteeship of a deed of arrangement of such an 
estate only to relieve himself of it by sequestration. For in all 
cases full particulars of the assets and their estimated values are 
necessarily disclosed for the purpose of any contemplated deed, 
and on the question of -remuneration the obvious and only sane 
alternatives for the Trustee are to decline Trusteeship of the deed 
in the first instance or to accept it for what it is worth. 


FARMERS’ DEBT ADJUSTMENT ACT, 1935 (VICTORIA) 


A general review of the provisions of this Act should be of 
interest to Trustees in bankruptcy inasmuch as a considerable 
proportion of those farmers who are entitled to apply for the 
protection of the Act will be indebted to Trustees and Liquidators 
who are carrying on or in course of winding-up insolvent store- 
keeping and other businesses in the country towns of Victoria. 

The necessity for this Act and similar legislation in other States 
has its origin in the assumption of control of bankruptcy legisla- 
tion by the Commonwealth and the persistent disregard of strong 
recommendations by representative bodies that the policy of bring- 
ing the administration of affairs of insolvent persons more and ever 
more within the strict control and inelastic and expensive admini- 
stration of the Bankruptcy Court is to the advantage of neither 
the debtor nor his creditors. 

The general purpose of the Act is to provide for winding-up 
the affairs of farmers by way of composition and without the 
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formule of bankruptcy, and in order to give validity to the whole 
scheme of the Act and similar legislature of other States it has 
been necessary to pass a special enabling amendment of the Com- 
monwealth Bankruptcy Act. It may safely be said that if bank- 
ruptcy legislation had not been assumed by the Commonwealth 
the present Act with all its elaboration and expense of a Board 
and staff, conciliation officers, special valuators and so forth, would 
kave been unnecessary, and the administration of the affairs of 
insolvent farmers could have been covered by a special form of 
Deed of Arrangement designed to meet the requirements of any 
State Act relating to application of the farmers’ relief funds granted 
by the Commonwealth Government. 

The Act, which came into force on December 24, 1935, provides 
for the appointment of a Board of three members, who are charged 
with the general administration of the Act and particularly of the 
plans submitted by farmers for adjustment of their debts. The 
Board appointed consists of Messrs. J. E. Don, Solicitor, Bendigo 
(Chairman), H. L. Simpson, Farmer, Berriwillock, and H. A. C. 
Corlett, of Messrs. Campbell & Co., Steck and Station Agents, 
Collins Street, Melbourne. Under control and direction of the 
Board are Conciliation Officers who are charged with local 
administration of the Act, and appointments of a number of these 
conciliation officers in country towns throughout the State have 
been announced. It is an interesting fact that the greater number 
of these appointees are solicitors practising in the respective 
districts. As many of the applications which will come before 
these officers for consideration will be from farmer clients for whom 
the conciliation officers are accustomed to act professionally, it 
would appear difficult for them to form an unbiassed opinion and 
preserve the confidence of creditors upon matters involving the 
impartial exercise of discretion. For instance, the conciliation 
officer is charged with forming such opinion as to:— 


(a) Whether any plan of debt adjustment applied for by a 
farmer is or is not necessary ; 

(b) whether an applicant will or will not have a reasonable 
prospect of successfully carrying on as a result of a plan 
of debt adjustment. 


In other words, it is the duty of the conciliation officer to consider 
the application and decide whether or not the applicant’s position 
is sufficiently involved to justify him in seeking the benefits of the 
Act and whether or not the future holds any prospect for the 
applicant if his debts are adjusted. Apart from these important 
matters of discretion, there are others in which the conciliation 
officer must balance the scales evenly between the debtor and his 
creditors and/or the Board. For instance, he must act as Chair- 
man of the Meeting held to consider the plan of debt adjustment, 
he may prepare a report upon the manner in which the farmer has 
managed his affairs, assist the farmer in preparing a proposal for 
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a plan of debt adjustment with his creditors, endeavour to promote 
an agreement between creditors, and suggest what amounts may 
be paid by the Board to creditors in consideration of such creditors 
agreeing to the plan. All of which appear to be matters for con- 
sideration by an independent mind free of the spirit of advocacy 
inevitably resulting from the relationship of solicitor and client. 

The procedure under the Act is not unduly complicated and 
may be set forth in general terms as follows :— 


1. A farmer may apply in the prescribed form for adjustment of 
his debts to the nearest conciliation officer. 

2. The application is accompanied by a verified statement of 
assets and liabilities, including names and addresses of all creditors 
and debtors. 

3. The conciliation officer forthwith issues a stay order which 
takes effect from the date of receipt of the application. 

4. Immediately upon issue of the stay order the conciliation 
officer notifies the Board and all known creditors and causes 
notification to be published in the Government Gazette and to be 
sent to the Registrar-General and Registrar of Titles. 

5. During the operation of the stay order, no proceeding of any 
kind, judicial or extra judicial, in respect of any debt or under any 
security, including any hire-purchase agreement, may be taken or 
proceeded with. Provision is made to allow proceedings for an 
unliquidated demand other than under any covenant in a security 
or agreement for sale or purchase (including hire-purchase) of 
property. 

6. Proceedings are also stayed against others in certain relation- 
ships to the debtor, such.as guarantors, endorsers, vendors of the 
farmer’s property, etc. 

7. The conciliation officer obtains or himself prepares a report 
upon the farmer’s management of his farm and affairs, and ar- 
ranges for a competent valuation of the assets. 

8. Upon receipt of the valuation, the conciliation officer requires 
the farmer to prepare a proposal for adjustment of his debts in the 
prescribed form, setting forth :— 


(a) The names and addresses of his creditors and debtors; 

(b) his assets and liabilities ; 

(c) his income and expenditure over such period as the 
conciliation officer may require; and specifying 

(d) the debts which the farmer asks should be adjusted and 
the extent to which the farmer proposes that same should 
be adjusted. 


9. The conciliation officer calls a meeting of creditors and 
furnishes each creditor with copies of the plan of adjustment and 
valuation. .Any creditor may attend personally or by proxy. 

10. The conciliation officer presides at the meeting, and after 
considering the matters specifically set forth in the Act (Section 21) 
the conciliation officer may suggest what amounts may be paid by 
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the Board to creditors in consideration of their agreeing to the 
plan. 

11. The conciliation officer submits the plan te the Board with a 
report thereon and any plan agreed to by the meeting is subject 
to confirmation by the Board. 

12. The Board may confirm the plan, or refuse to confirm it, or 
transmit a modified plan. If confirmed it is binding on all creditors 
who have assented. If confirmation is refused the Board forth- 
with cancels the stay order. 

13. If the Board submits a modified plan, a further meeting is 
called to consider it, and if agreed to by all creditors present person- 
ally or by proxy it is confirmed by the Board and is binding on all 
creditors whether or not present or represented at the meeting. 

14. If not agreed to by all present, the conciliation officer 
adjourns the meeting and reports to the Board. The Board may 
amend or refuse to amend the modified plan and notifies the 
conciliation officer who thereupon calls the adjourned meeting. 

15. If at the adjourned meeting all creditors present or repre- 
sented agree to the modified plan, it must be confirmed by the 
Board and is binding on all creditors. If it is not agreed to by all 
creditors but is agreed to by a majority in number and value 
of unsecured creditors present or represented and is confirmed 
by the Board, it is binding on all unsecured creditors and on all 
secured creditors present who have agreed to it. 

16. If the modified plan is confirmed by the Board but any 
secured creditor does not agree to it, the Board may suspend all 
rights of such secured creditor for any period not exceeding five 
years and may pay interest under the security at a rate not exceed- 
ing 4 per cent. in full discharge of interest at the mortgage rate. 
At the end of the extended period the principal secured is to be 
reduced by the amount (if any) by which it exceeds the then 
value of the security as fixed by a competent valuer appointed for 
the purpose by the Board. Where the secured asset is used to 
work the farm and is of a wasting nature the value of such asset 
is to be the value at the date of receipt of the application for 
adjustment of debts. There is also a general authority to the 
Board to reduce for any period not exceeding five years the rate 
of interest payable under the security. 

17. The farmér is required during the operation of any stay 
order or suspension of the rights of any secured creditor to keep 
a proper account of his receipts and expenditure to be produced for 
examination of the conciliation officer or any authorized officer 
of the Board, and any creditor may inspect a copy at the office 
of the Board or conciliation officer. The Board may, and upon the 
application of any creditor shall, take steps to satisfy itself that 
the assets of the farmer are being maintained in reasonable order 
and the farm worked in a competent manner. 

18. If during any such stay order or suspension :— 

(a) The records of receipts and expenditure are not kept or 
produced, or in the Board’s opinion, 
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(b) the farmer’s receipts are not being properly applied, 

(c) the assets are not being maintained in proper order, 

(d) the farm is not being worked in a competent manner, 

(e) the farmer is not making every effort to comply with a 
confirmed plan of debt adjustment, 


the Board is required to cancel such stay order or suspension. ' 
19. No Trustee is to be chargeable with any breach of trust by 
reason only of his agreement to, or failure to oppose, any plan of 
debt adjustment or of his failure to attend any meeting of the 
farmer and his creditors. 
7 Provision is made for a Treasury fund into which shall be 
paid :— 
(a) All moneys received by the State from the Commonwealth 
pursuant to grants made by the Commonwealth under the 
Loan (Farmers’ Debt Adjustment) Act 1935; 
(b) all repayments made by farmers; 
(c) any moneys provided by Parliament for the purpose, 


and out of which shall be paid all payments by the Board to 
creditors of farmers and to meet guarantees given by the Board. 
21. In order to enable a farmer temporarily to carry on his 
i farming pending confirmation or refusal of a plan of debt adjust- 
ment or subsequently to confirmation the Closer Settlement Com- 
mission may, on the recommendation of the Board, make or 
guarantee advances to the farmer. i 
22. Publication in any newspaper other than a trade gazette of { 
particulars relating to any application, stay order, or plan of debt 
adjustment is prohibited. 
23. If any farmer in- whose favour a stay order is current 
disposes of or encumbers any property without the written consent 
of the Board or conciliation officer, 
(a) The Board may cancel the stay order; s 
(b) the instrument or act disposing of or encumbering such ¥ 
property is void. 
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Provided that the farmer may in any one month without such 
consent dispose of any of his property if the total value of all 
property so disposed of during that month does not exceed £15. “3 
Any farmer contravening these provisions is liable to a penalty not ¥ 
exceeding £50 or imprisonment for not more than two years. ; 

24. Any farmer to whom a stay order has not been issued may 
apply to the conciliation officer for a certificate of the Board 
exempting him from the provisions of the Act and the Board may, 
after enquiry into the farmer’s financial position, grant a certificate 
of exemption. A stay order cannot be issued to a farmer to whom 
' a certificate of exemption has been issued. 

Subject to the above and to the following provision relating to 
debts incurred after the coming into force of the Act, no provision 
in any agreement purporting to prevent a farmer from obtaining 
the benefits of the Act is of any effect. As to any new debt 
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incurred after the Act came into force, the farmer may at the 
time of or before incurring such debt expressly negative in the 
prescribed form the operation of the Act in relation to such debt. 
The form of negation must be lodged with the Board within twenty- 
one days after its signature. 


Comments 


The above is intended to give a general outline of the purview of 
the Act and the procedure under it, for the assistance of bankruptcy 
Trustees and Liquidators who will have relations under the Act 
with debtor farmers. For details of procedure readers will doubt- 
less refer to the Act itself and the regulations to be proclaimed 
under it. 

Certain provisions of the Act recited above appear to be open 
to criticism, and the following comments may be of some assistance 
to those having under their control estates which will be affected 
by the operation of the Act. 

Broadly speaking, the Act has for its object the bankruptcy law 
principle of a Deed of Arrangement or composition with creditors, 
the Board being given the widest discretion to approve, reject or 
amend any debt adjustment plan, subject to certain directions set 
forth in Section 26 as to matters to be considered by the Board 
when formulating any modification of a plan submitted. One of 
these considerations is the nature and value of the farmers’ assets, 
and in practice this consideration should be the principal or guid- 
ing factor in determining what is a fair composition for unsecured 
creditors to accept. The valuation of assets will, therefore, figure 
very largely in the matter and the Act (Section 20) has met the 
question of possible dissatisfaction of creditors on this subject by 
providing for an alternative valuation and finally for valuation by 
the Board itself. 

It has, however, to be borne in mind that the fund from which 
moneys are to be paid to creditors for relief from their claims con- 
sists of the Commonwealth grant to this State for the purpose 
supplemented by any-vote of the State Parliament and any repay- 
ments by farmers to the Board, and it may be that the sufficiency 
or otherwise of this fund may have some influence upon the Board 
in determining what amounts should be made available to creditors 
in settlement of their claims. 

It will be noted above that, if all creditors present or repre- 
sented do not agree to a plan as originally submitted or as amended 
by the Board, but the plan is agreed to by a majority in number 
and value of unsecured creditors present or represented at the 
final meeting and is confirmed by the Board, it is binding on all 
unsecured creditors, but the Act makes no provision for the case 
of final refusal by a majority in number and value of unsecured 
creditors to accept the plan. As a stay order remains in force 
until cancelled by the Board, and as there is no direction for 
cancellation in event of such refusal by creditors to accept the 
plan, the Board appears to hold a strong whip over the heads of 
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unsecured creditors who may contemplate rejection of any plan 
as finally amended by the Board. 

As regards secured creditors objecting to a plan, their lot may 
be an even harder one, as the Board may suspend all their rights 
and remedies of every kind for a period of five years. It is true 
that the Board may guarantee interest on the secured debt at a 
rate not exceeding 4 per cent., but there is no obligation upon the 
Board to do so, and if at the end of the period of extension (which 
may fall during a period of extreme drought or depression and 
consequent low values) the amount lent exceeds the then value 
of the security, the debt to the extent of the excess is extin- 
guished. It may be assumed that mortgagees will think twice 
before rejecting any plan which has for its alternative possible 
loss of interest for five years and possible extinction of part of the 
principal at the end of that period. 

The provision of the Act quoted (paragraph 19) above granting 
certain protection to Trustees will not affect any duty imposed 
upon Trustees by the paramount Federal Bankruptcy Act. It 
would appear to have this indirect effect, however, that where any 
debt to a Trustee in bankruptcy is by Victorian State law reduced 
in terms of a plan of adjustment the obligation of a Trustee in 
bankruptcy to procure the consent of the Court or a meeting of 
creditors to compromise the debt (if of more than £100) will not 
prevail. The correct procedure for the Trustee would, therefore, 
appear to be to refrain from attendance at the meeting held to 
consider any plan of debt adjustment unless he intends to oppose 
the plan. 

A curious and unsatisfactory feature of the Act is that, although 
no provision is made for. direct administration by the conciliation 
officer or Board of the affairs of a farmer under stay order, yet 
the farmer is precluded under penalty of heavy fine or imprison- 
ment from disposing of or encumbering any of his property with- 
out the consent in writing of the Board or conciliation officer, and 
the act of disposition or encumbrance is void. The proviso that 
the farmer may in any one month, without such consent, dispose 
of property not exceeding in value £15 for that month will, in 
practice, be useless for the protection of persons dealing with the 
farmer, as they can have no knowledge of the value of his other 
dispositions, and storekeepers and others supplying goods to or 
buying produce from the farmer will require to first procure the 
written authority of the Board or conciliation officer notwithstand- 
ing that their dealings may be bona fide cash transactions. 

Another feature of the Act which is objectionable from the point 
of view of creditors is that, although based upon the broad prin- 
ciples of bankruptcy, it contains no provision analogous to the 
creditors’ petition for sequestration. That is to say, the debtor, if 
pressed for payment of his debt, may either seek the protection of 
the Act or leave the creditor to take bankruptcy proceedings. The 
creditor, on the other hand, has no means of compelling a farmer 
to apply for a stay order or even to decide within a limited time 











20 THE AUSTRALIAN ACCOUNTANT FEB. 


whether he will do so or not. So that in determining by what 
particular process of law—bankruptcy or debt adjustment—the 
claim of the creditor is to be extinguished by partial payment, the 
choice lies not with him but with the defaulting debtor. Although 
the Act is in its essence beneficent legislation for the relief of the 
farmer from his debts, it might well have so far considered the 
interests of his creditors as to require him within, say, fourteen 
days’ notice from a judgment creditor to apply for the benefits 
of the Act or else be excluded from its provisions for all time. 


LIQUIDATION OF THE WHITE STAR LINE LTD. 


An echo of the amazing financial crash which resulted in the 
famous Lord Kylsant Case is a recently received summary of the 
statement of affairs of the Company prepared for purposes of the 
liquidation by Frank Charlton, one of the directors, at the date of 
the winding-up order, April 8, 1935. The contributing causes of 
failure of the Company are set forth by Mr. Charlton as follow :-— 


(1) Excessive prices paid for shares in other shipping com- 
panies and for vessels acquired by the Company. 

(2) Heavy interest charges resulting from inability to meet 
the purchase money of these assets. 

(3) Inability of certain shareholders (mostly other com- 
panies) to pay calls on their shares. 

(4) The extraordinary slump in shipping—freight and 
passenger earnings sank to an amazingly low level in 
1930 and subsequent years. This depression was more 
keenly felt on the North Atlantic than on any other route, 
and it was reflected in the adverse result of the Oceanic 
Company’s operations. 


The wild-cat nature of the Company’s finance is illustrated by 
this reference to losses on the Oceanic Company’s operations and 
by the report appearing in another part of the statement that in 
the year 1927 the White Star Company (of which Lord Kylsant 
was Chairman of Directors) purchased from the Royal Mail Com- 
pany (of which Lord Kylsant was a Director) 5,000 shares of 
£1,000 each in the Oceanic Company for £7,000,000. It thus 
appears that the shares in the Oceanic Company, whose operating 
losses were largely responsible for the White Star Company’s 
downfall, had been sold to the latter Company at a price 40 per 
cent. above par value of the shares. 

The contributing item—excessive prices agreed to be paid for 
vessels acquired by the Company—has special interest for Aus- 
tralians, as included under this heading are the vessels of the 
former Commonwealth Line. 

Readers will remember the public concern at the huge loss to 
the Australian taxpayer which was represented by the price at 
which the Government finally disposed of these vessels, but their 
subsequent history shows that this loss, heavy enough though it 
was, might well have been a great deal heavier. It appears that the 
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price agreed to be paid for the fleet by the White Star Line Ltd. 
was £1,900,000 and that £407,000 was spent on the vessels by 
way of improvements after acquisition. The Company was unable 
to pay the instalments of purchase money, and heavy interest 
charges accrued. One of the ships, s.s. Ferndale, became a total 
loss, and the Commonwealth received the insurance, £205,128, 
from the underwriters, and finally agreed to release its security 
over the remaining vessels upon receiving the purchase money 
on their resale for £500,000. The financial history of the vessels 
is a record of disaster for both the Commonwealth as vendor and 
the White Star Line Ltd. as purchaser. 

The Commonwealth is a creditor in the liquidation for principal 
and interest amounting to £778,306, and, having regard to the 
estimated deficiency quoted below, it is evident that the first loss 
on these vessels was by no means the last. 

So far as the Company is concerned, Mr. Charlton shortly puts 
the position as follows :— 

“The total cost of the Commonwealth Fleet, including interest 
and the amount expended on improvements, is £2,712,994/4/4. 
The vessels having been sold for £500,000, the Company sustained 
a loss of £1,930,950/9/6, after giving credit for £282,043/14/10 
received in respect of the voyage profits.” 

The statement of affairs of the Company shows the estimated 
amount of unsecured creditors’ claims at £2,621,399, and the 
estimated amount available to meet them, subject to costs of 
liquidation, at £340,534, representing an estimated deficiency, as 
regards creditors, of £2,280,865. 

It is understood from a reliable source that although it is likely 
to be some years before the process of winding-up is complete, the 
amount which the Commonwealth may ultimately receive in respect 
of its claim may be in the neighbourhood of £500,000. 

To realise this anticipation, the liquidation must pay a much 
higher dividend than would appear possible from the estimated 
statement of affairs referred to above. 





Binder for ‘‘ The Australian Accountant ”’ 


Readers will no doubt desire to preserve their monthly copies 
of the journal until the first volume is completed, when a com- 
plete index and frontispiece will be provided so that the volume 
may be permanently bound. In order to assist readers in keeping 
journal copies in safe and convenient form in the meantime, 
arrangements have been made with the printers, Brown, Prior 
& Co. Pty. Ltd., 430 Little Bourke Street, Melbourne, C.1, to 
provide strong binders, strung to take twelve copies, at the price 
of 3/6 each, postage to any part of Australia 5d. extra. Orders, 
accompanied by remittance, may be forwarded direct to the 


printers. 
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Some Phases of Secondary Industries 


By the HON. F. P. KNEESHAW, .t.c. 
President of the Chamber of Manufactures of New South Wales 


[An address given at Federal Institute of Accountants’ Luncheon, held at ; 
David Jones Ltd., Sydney, on Friday, December 6, 1935.] 


Dealing with some phases of secondary industries, it occurred to 
me that probably we should confine ourselves to one of our 
national problems in its relationship to our secondary industries, 
and that is the problem of immigration. I know that that problem 
is at the present time exercising the Government and the Prime 
Minister m particular, and I hope to be able to give you some 
aspects without giving you any very positive statements—some 
aspects and some figures from which you can draw your own 
conclusions. I know you would not enjoy your luncheon if I did 
not give you a large number of figures. (Laughter.) 

I propose first of all to deal with the various factors that have 
promoted immigration, such as the discovery of gold, assisted 
immigration, etc. 

Immigration commenced in 1832 and has been in operation ever 
since in one or more of the States of the Commonwealth, and by 
1901, approximately 600,000 migrants had come to Australia. ' 
Until the middle of the last century they came here in a fairly 
steady stream; at first, few in numbers, but gradually increasing. 
Immigration was at that time a more important factor in the 
growth of population than was the natural increase. During the ; 
period of ten years from 1850 to 1860, immigrants, attracted by | 
gold discoveries, poured in at an average rate of 60,000 a year. 
Some found gold, but probably not more than one in a hundred 
made more than wages, and by 1860, the gold rushes had faded 
to a fraction of their former importance. No serious employment 
crisis followed as a result of the slackening off in mining, however, 
the 600,000 immigrants who had arrived in Australia during the 
preceding ten years being absorbed into other avenues. During 
the ensuing thirty years immigrants continued to flow in at the 
rate of 25,000 per annum. 

The depression of the ’nineties brought immigration to an 
almost complete stop, and during the years 1891 to 1910 the net 
increase in population by immigration was only 3,267. As 1905 
may be said to mark the beginning of an era of progress following 
upon the depression of the nineties, the succeeding few years are 
an interesting study in view of to-day’s conditions. During the 
four years from 1906 to 1910, the net gain of population was | 
20,000, but in 1910 there was a gain of 37,000, nearly twice as 
many as during the preceding four years. In 1911 and 1912 the 
net gain by immigration jumped to 74,000 and 91,000 respectively, 
and then fell suddenly to 63,000 in 1913. Those years, I think, : 
may be taken as normal years, there being no extraordinary stimu- 
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lus to enterprise such as new gold-fields, or large Government land 
settlement schemes or loan expenditure. Conditions, generally 
speaking, during that period were somewhat similar to those 
prevailing from 1861 to 1890—the Commonwealth was pursuing 
its natural progress. 

No authoritative estimate of the present absorptive capacity of 
the Commonwealth is available, but it would seem that we are 
approaching a stage where immigration should be possible at, at 
least, the rate prevailing in the immediate pre-war years, that is, 
about 60,000 per annum. 

The number of breadwinners in the Commonwealth at the 
census of 1933 was 2,697,127, employed as follows :— 


Agricultural, Pastoral and Dairy Pursuits .. .. 547,750 
Manufacturing .. .. ih we hhh ee be Wot 541,153 
Commerce and Finance aN fall oa taidal del Sw Sa 451,392 
a ona aaa ane, dh asia de deb on 256,762 
_  lalalel lata 222,893 
Construction .. .. ie ee ee ae 0s | |e 
Mining, Forestry, Fishing, etc. ae i 109,081 
Domestic Work, and Unspecified Occupations ‘a 335,716 

0 ee ee ee ee ea ee 


Since the date of that census, approximately 100,000 additional 
workers have found employment in our manufacturing industries 
and the number is increasing. Expansion of factory employment 
is proceeding rapidly and with four years’ arrears in the building 
trade to be made up, there is every reason to believe that the 
conditions in the Commonwealth are now, or we hope, very soon 
will be, suitable for the resumption of large-scale immigration. 

It is true that our primary producers are still in difficulties, and 
this is a point which needs to be dealt with at some length in view 
of the fact that, without exception, Australian immigration schemes 
have in the past been based on land settlement. Approximately 
half the total number of immigrants who came to this country 
did so without any assistance whatever, the other half being 
assisted. The extent to which land settlement dominated the 
migration policy of Australian governments is evidenced by the 
fact that official notices stated that “clerks, artisans and mechanics” 
were not eligible for assistance to migrate to Australia. 

That the immigration policy completely failed in its object, so 
far as land settlement is concerned, is shown by the fact that 
although 530,000 migrants came to this country between 1911 and 
1929, at the end of 1929, there were actually 53,000 fewer people 
employed i in agriculture (including dairying and pastoral pursuits) 
than there had been in 1911, notwithstanding the expenditure of 
about £300 millions or £400 millions upon rural developmental 
works, and upon loans to settlers. The whole period was one in 
which high prices ruled for primary produce, and yet, despite the 
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enormous expenditure to encourage land settlement, not one 
additional person found employment on the land. 

The experience of the past twenty years shows without any 
doubt the avenues of employment to which immigrants, and also 
our own natural increase in population, must look for employment, 
and in this connection a question of the utmost importance to our 
primary producers and to the Commonwealth arises. 

In the light of present-day circumstances, it is perhaps just as 
well that our immigration policy failed to settle more people on the 
land. More primary products would have been added to the glut 
of primary products on oversea markets and so increased the diffi- 
culties of every farmer in the Commonwealth. Primary producers 
of the Commonwealth need more consumers, not more producers. 
The introduction of another quarter of a million British adults 
into Australia would mean an additional home consumption of 
£11,250,000 worth of primary products, and would almost com- 
pletely solve the present problem of markets for our primary 
produce, provided that the migrants were brought here as con- 
sumers and not employed in primary industries. 

If the history of immigration to Australia is studied, it will be 
seen that the number of immigrants has been dependent upon the 
opportunities of employment rather than upon the assistance ren- 
dered by Governments. This fact is apparent from the following 
comparison :— 


Period Period 
1911-1914 1921-1929 
Average immigration (per 
annum) . ; 63,000 35,000 
Equivalent to per 1 000 of popu 
lation (per annum) .. .. .. 13-2 6:0 


Government expenditure on 

advances to settlers a 

per annum) .. .. . £1,250,000 £10,000,000 
Government expenditure - per acre 

for every additional acre 

brought under crop during 

ND 55a lead ia OS We eT £2 £17 


State governments lost millions of pounds in land settlement 
and advances to primary producers during the period 1921-1929 
when wheat averaged 5/11 per bushel, and wool 174d. per Ib. The 
position of large numbers of our farmers with the lower prices 
now ruling has been commented upon by the Wheat Commission, 
which estimated that no debt adjustment, however drastic, would 
enable 40 per cent. of our wheat farmers to stand on their own 
feet. 

The interest and sinking fund upon the losses to which I have 
referred and several millions per annum of losses upon country 
railways and other rural development works all have to be borne 
by the Australian community as a whole and are the principal 
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causes of our heavy taxation which is so discouraging to enter- 
prise, and is retarding the progress of the Commonwealth. 

Rapid increase of population would seem one of the most effec- 
tive means of lightening the per capita burden of taxation and 
would so prove a powerful stimulus to trade and commerce 
generally. 

Past experience makes it apparent that government attempts 
to encourage and assist immigration must be directed upon 
avenues of employment other than land settlement. Every effort 
therefore should be made to develop those avenues of employment 
which have absorbed the whole increase of our population over 
the last quarter of a century—manufacturing industries, construc- 
tion, and service occupations. 

I will not touch upon the imperative necessity of a large and 
sustained flow of immigration for defence purposes, but there is 
one aspect of immigration upon which I must touch before con- 
cluding, and that is the class of migrants—physically and morally. 
We want men and women who are not only sound in body, but 
who have stout hearts and strong characters. 

Leaving land settlement entirely out of account as a means of 
absorbing additional population, and without imposing any new 
financial burdens upon either the Commonwealth or the British 
Government, there would appear to be ample scope for some 
arrangement for the resumption of large scale immigration to the 
Commonwealth and the provision of the capital necessary for the 
immigrants to establish themselves here as self-supporting citizens. 
Great Britain is at present paying £40 a head per annum to 
maintain approximately 2,000,000 of her people on the dole. 
Surely, if the problem is taken seriously, it should not be beyond 
the powers of the best brains in Britain and Australia to capitalise 
sufficient of the money now spent on the dole and transport to 
Australia say 50,000 to 60,000 immigrants per annum, together 
with the industries to support them, or, alternatively, to so stimu- 
late industries already existing in the Commonwealth that ample 
employment should be available for as many first-class immigrants 
from Great Britain as can arrive here. 

I have endeavoured to analyse the trends of migration over 
the history of the Commonwealth, and to suggest to you that 
history has shown that land settlement will not solve our problem 
but that encouragement of the secondary industries is the only 
way in which this can be done. 

I do not want to touch on the question of tariffs, but I must 
say that if there is not some fiscal security to enable people to feel 
that they can have some safe future for their investments in local 
industries, then local industries will stop. 

In conclusion, I venture to suggest that, without wishing to be 
thought an alarmist, if the Commonwealth’s population is not 
rapidly increased with the right type of immigrant there is grave 
danger of our country becoming an Asiatic dependency. 
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Taxation Section 


Edited by J. A. L. GUNN, Futc.a. 


The Australian Accountant makes its first appearance at a time 
when far-reaching changes in the income tax laws of the Common- 
wealth and the States are contemplated. The Governments of the 
Commonwealth and all States, except Western Australia, have 
already presented to Parliament completely revised income tax 
bills, and as it is intended that the new laws will apply to incomes 
derived during the current financial year, it is proposed to place 
before readers, during the next few months, a summary of the 
changes in the law which are embodied in the new bills. 

It is also intended to establish a “Question Box” on similar 
lines to that conducted by the Editor in The Commonwealth 
Journal of Accountancy. Readers are invited to submit questions 
on taxation law and practice which are likely to prove of general 
interest. Replies will be published in these columns, but no 
responsibility can be assumed therefor by the publishers or the 
editorial staff. 


LOSSES AND OUTGOINGS 


One of the most, if not the most, unsatisfactory features of the 
present Commonwealth Act is the deduction of losses and out- 
goings of a business. S. 23 (1) (a) permits a deduction of “all 
losses and outgoings . . . not being in the nature of losses and out- 
goings of capital, actually incurred in gaining or producing the 
assessable income.” On the other hand, S. 25 prohibits a deduc- 
tion of “money not wholly and exclusively laid out or expended 
for the production of assessable income.” The combined effect of 
these Sections often causes hardship to taxpayers. Money is 
often partially laid out for the production of assessable income ; 
again expenditure is frequently incurred in carrying on a business 
which is not of a capital nature yet it cannot be so correlated to 
the assessable income as to be an allowable deduction. The two 
sections are logically unsound, as in some cases they overlap, and 
so contradict one another; on the other hand, these sections do 
not cover the whole field of deductions and are thus inadequate. 


Clause 51 (1) of the Commonwealth Bill provides as follows :— 


“(1) All losses and outgoings to the extent to which they are 
incurred in gaining or producing the assessable income, or are 
necessarily incurred in carrying on a business for the purpose of 
gaining or producing such income, shall be allowable deductions 
except to the extent to which they are losses or outgoings of 
capital, or of a capital, private or domestic nature, or are incurred 
in relation to the gaining or production of exempt income.” 

The provisions of Clause 60 (1) of the New South Wales Bill 
are the same, except that the word “necessarily” does not appear 
therein. 
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The provisions of the Victorian (46 (1) ), Queensland (29 (4) 
(a) ), South Australian (63 (1) ), and Tasmanian (37 (1) ) 
— are exactly the same as Clause 51 (1) of the Commonwealth 

ill. 

It is strongly urged that the word “necessarily” be deleted from 
all the Bills where it now appears. Otherwise, it will lead to the 
highly objectionable practice of the income tax authorities telling 
a taxpayer how to run his business. It may be a highly debatable 
point as to whether an item of expenditure is “necessarily” in- 
curred. It is sufficient if it was actually incurred; whether it was 
necessary should be a matter for the taxpayer alone to decide. 

The Commonwealth Treasurer in his second reading speech 
said: “The present Act limits business deductions: generally to 
expenses incurred in gaining or producing the assessable income. 
This provision has been broadened in the Bill to cover all expenses 
necessarily incurred in carrying on a business, and is on the lines 
of the British Act.” This expression of intention is, of course, of no 
legal value when the new Section comes to be tested in the Courts. 
If, however, it fails in its purpose, taxpayers should bring pressure 
to bear upon Parliament to secure the necessary amendment. The 
Commissioner has always been quick to invoke amendments in 
favour of the Revenue where the Act fails to carry out the inten- 
tion of the legislature ; taxpayers should emulate him in this regard. 
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EXEMPT DIVIDENDS 


Under the present Commonwealth Act, a dividend paid by a 
company wholly and exclusively out of (a) exempt ex-Australian 
income, (b) capital profits, (c) revaluation of capital assets, etc., 
or (d) pre-war profits, is not assessable income of the shareholder, 
but to enjoy this exemption a dividend must be paid wholly and 
exclusively out of one only of the funds mentioned. For example, 
if the company wishes to make a distribution out of exempt ex- 
Australian income and capital profits, it must declare two separate 
dividends, one out of the ex-Australian income exclusively, and 
the other out of the capital profits. If it were to amalgamate the 
funds and declare one dividend thereout, it would be assessable 
income of the shareholders. 

This unnecessary restriction has been removed fromthe Com- 
monwealth Bill, which provides that the assessable income of a 
shareholder shall not include dividends paid wholly and exclusively 
out of one or more of the four classes of income, etc., set out above. 


AMOUNTS RECEIVED UNDER INSURANCE 
POLICIES 
Loss of Profits 
The Commonwealth Bill provides that the assessable income of 
a taxpayer shall include any amount received by way of insurance 
in respect of any loss of profit or income which would have been 
assessable income if the loss had not been incurred. 
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Trading Stock 


Similarly, amounts so received in respect of any loss of trading 
stock by way of fire, burglary, etc., must be returned as assessable 
income. 





Losses and Outgoings 


Amounts recovered by a taxpayer under an insurance policy 
in respect of the re-imbursement of any loss or outgoing which is an 
allowable deduction must also be included in the taxpayer’s assess- 
able income. 


Plant 


In calculating depreciation finally allowable, or the assessment 
of excess depreciation, where plant, machinery, etc., has been lost 
or destroyed, the amount received or receivable under a policy of 
insurance or otherwise in respect thereof must be brought to 
account. 


INCOME OF DECEASED RECEIVED AFTER DEATH 


The present state of the law regarding accrued income to date of 
death is unsatisfactory both to the taxgatherer and to the taxpayer. 
This may be illustrated by the simplest class of case. A died on 
November 30. One of the assets of his estate is an advance on 
mortgage, the interest being payable on the last days of March, 
June, September and December. From the last quarter date to 
the date of his death, interest had accrued for 61 days. A’s 
executor collected the quarter’s interest which fell due on the 
following December 31, 61/92 thereof being corpus in his hands, 
the balance being income. 


Present Methods of Assessment 


In some instances the State Commissioners have assessed such 
accrued interest as income derived by the testator up to the date 
of his death; in others it has been assessed as income derived by 
the estate in the year of receipt. As such estates are almost always 
liable to Commonwealth Estate Duty, the former method deprived 
the Commonwealth Revenue of income tax on such accrued interest. 

In the absence of express provisions imposing tax on accrued 
income, the writer is of opinion that the Commonwealth and State 
Commissioners are not lawfully entitled to levy tax thereon, either 
as income of the deceased or of the estate. Clearly tie deceased 
did not derive such income, as it was not even due for payment 
at the date of his death. The writer goes even further and submits 
that rents and interest actually due before death, but which were 
then in arrears, are not assessable as income of the deceased. When 
ultimately collected by the trustee, such amounts are received as 
corpus in his hands. 
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Provisions of Uniform Bill 


In an attempt to get over the difficulty, Clause 102 of the Com- 
monwealth Bill provides as follows :— 


“Where in the year of income, the trustee of the estate of a 
deceased person receives any amount which is in the nature 
of corpus in the hands of the trustee, but which would have 
been assessable income in the hands of the deceased person 
if it had been received by him during his lifetime, that amount 
shall be included in the assessable income of that year of the 
trust estate.” 


Identical provisions are contained in the Bills of New South 
Wales (Clause 128), Victu.ia (Clause 96), Queensland (Clause 
33 (9) ), South Australia (Clause 117), Tasmania (Clause 74 
(8) ). 

So far as the Commonwealth is concerned, there seems to be 
a doubt, on constitutional grounds, as to whether a provision to 
tax what is in fact capital can be validly included in an income tax 
act. 

Stocks and Shares 

Where these are quoted cum-interest or cum-dividend, income 
thereon which has accrued to date of death will, when collected, 
be included in the assessable income of the estate. If any bene- 
ficiary is presently entitled to accrued income, he will be liable to 
tax thereon. If a life tenancy exists, the trustee will be separately 
assessed. In the latter event, as such income carries the statutory 
exemption, it will frequently happen that no tax is payable. 


Professional Receipts 
In many instances, doctors, solicitors and others prepare returns 
on a cash basis, and therefore include fees therein only when 
received. Under the new Clause the trustee of such a taxpayer 
will be called upon to return as income all fees collected by him 
which were outstanding at the taxpayer’s death. 


Reinvestment of Trust Funds 


It is submitted that the Uniform Bill does not go far enough, 
as it should also cover cases of reinvestment. Where the law 
provides that, as between life tenant and remainderman, apportion- 
ment must be made on the purchase of fixed interest bearing 
securities, that portion of the interest accrued up to date of pur- 
chase is received by the trustee as corpus. When such securities 
are sold, the life tenant is entitled to the accrued interest which is 
included in the sale price. The Uniform Bill should provide that 
income tax shall follow the same course. 


DEPRECIATION 


Under the Commonwealth Act, the allowance of depreciation is 
based on Diminishing Cost unless the taxpayer exercises his 
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option to have the allowance calculated on Prime Cost. The 
alternative schemes are set forth in sub-paragraphs (i) and (ii) 
of S. 23 (1) (e). These two sub-paragraphs would baffle a lawyer 
born in Philadelphia, trained in Bethlehem Hospital, and practising 
in Holland. As a contrast the Uniform Bill allows :— 


“(a) the percentage fixed . . . of the depreciated value of the 
unit at the beginning of the year of income; or 
(b) at the option of the taxpayer ... the percentage so fixed 
of the cost of the unit.” 


Commonwealth and State Values 

In order to reconcile any differences at present existing between 
the values of plant, machinery, etc., for Commonwealth and State 
purposes, the Uniform Bill contains a special provision whereby 
the lower of the two values will be adopted, and the difference 
between the two values will be amortised over a period of ten years 
or less in the case of that return which previously had the higher 
value. Such a provision has already been in operation in South 
Australia during the past ten years, and uniformity as to values 
has already been achieved in that State. This scheme can only 
come into operation when the taxpayer makes the same election 
under both Acts as to the basis of depreciation, i.e., prime cost or 
diminishing cost, otherwise it would be profitless to instal it. 


Uniform Rates 
In order to achieve uniformity it is essential that the same rates 
be allowed for Commonwealth and State purposes. The rates will 
be fixed by the several Commissioners and uniformity has been 
promised. This will simplify the preparation of the depreciation 
schedules furnished with the returns, and will also facilitate the 
preparation and checking of assessments. 


Disposal of Plant 


Under the present Commonwealth Act, where a taxpayer sells 
or otherwise disposes of any item of plant in respect of which 
deduction was made for depreciation and realises a loss thereon, the 
amount by which the sale price or scrap value, if any, is less than 
the depreciated value of the item is allowed as a deduction from 
his assessable income of the year in which the sale or disposal 
took place. “Disposed of otherwise than by sale” includes “thrown 
on the scrap heap.” In his evidence before the Royal Commission 
on Taxation the writer expressed a grave doubt as to whether the 
expression also covered cases of loss or destruction of plant. The 
new Bill remedies this defect. Clause 59 provides that where 
depreciated property “is disposed of, lost or destroyed” the resul- 
tant loss will be an allowable deduction. 


Working Beasts 


It is suggested that for the sake of completeness the words “or 
dies” should be added after the words quoted above. Working 
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beasts used by primary producers will in future be included in their 
live stock schedules, but working beasts used by drovers, teamsters, 
carters, and other persons not engaged in primary production will 
be subject to depreciation as before. 


Idle Plant 


The Commonwealth Bill (Clause 54) provides for depreciation 
of plant or articles owned by the taxpayer and used by him for the 
purpose of producing assessable income, and of any plant, etc., 
owned by the taxpayer which has been installed ready for use for 
that purpose and is during that year held in reserve by him. 


PREMIUMS ON LEASES 

In the Commonwealth Bill the word “premiums” covers any 
consideration for the grant, assignment or surrender of a lease, 
including any goodwill or licence connected therewith. 

With the abolition of the averaging of incomes for rating 
purposes in 1938 (except in the case of primary producers) provi- 
sion has been made in the Bill for the introduction of another 
averaging scheme to achieve much the same result in the taxation 
of premiums received for leases by calculating what is called a 
“notional income.” When several years’ rent is commuted into 
one large single premium, it imposes hardship upon the recipient 
to pay at the higher graduated rate of tax upon that amount as 
though it were the normal year’s income. The Commonwealth 
Government therefore accepted the Royal Commission’s draft 
provisions for uniform application in taxing premiums at an 
average rate having regard to the term of the lease. The effect 
of Clause 86 is that the taxpayer pays tax on the premium income 
in respect of the year in which it is received, but at an average 
rate designed to yield substantially the same amount of tax as if 
the premium were spread equally over the term of the lease. The 
following examples are furnished in order to illustrate these new 
provisions :— 

(1) Where the taxable income exceeds the net premium:— 

A has a steady taxable income of £1,000 per annum derived 
from rents. He receives a premium of £600 for the grant of a 
four years’ lease. Tax will be payable on £1,600 at a rate applic- 
able to an income of £1,300, viz. :— 

Taxable income from rents .. .. ............ £1000 
Divide the premium by one twenty-fourth of the 
number of complete menths in the term of the 


lease :— 
24 


£600 X 4 300 
£1300 


In subsequent years A will pay tax on £1,000 at the rate applic- 
able thereto. Under the present averaging system, he will pay 
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tax on £1,600 at a rate applicable to only £1,120, but he will 
pay tax on £1,000 for the next four years at a rate applicable 
to £1,120. It is suggested that this is a subject for extensive 
tests by the Commonwealth Institute’s post-graduate taxation study 
groups. 


(2) Where the taxable income is less than the net premium, and 
there is only one of those premiums:— 


The following is a statement of B’s income for year ended 
June 30, 1939 :— 


Premium on assignment of lease with six years 








a ee Toe 
Deduction of written down value Rye te ghee 1600 
PE be ao ae Ao we ok RY ee 04 We £400 
BEE gos wa co ws on 06 oe an 08 200 

£600 

Concessional deductions .. .. .. .. .....- 150 
£450 

ere eee eee 150 
Taxable income .. .. .. £300 


Divide the taxable income by one cuneate nat of the number 
of complete months the lease has to run—six years :— 


£300 X a= = £100 


Tax is therefore payable on £300 at a rate applicable to £100. 


(3) Where the taxable income is less than the net premiums, of 
which there are more than one:— 

Apportion the taxable income among the net premiums in 
proportion to their amounts, and divide the amount so apportioned 
to each net premium by one twenty-fourth of the number of com- 
plete months in the term of the lease :-— 


(a) Premium on assignment of lease— 








2} years to run .. “ se ce ss Glee 
Deduction of written down value en 1900 
Net premium .. at £1600 
(b) Premium on grant of lease for 5 years 5% 750 
£2350 
TS £750 
Concessional deductions .. .. .. .... 100 
850 
Taneile ecm i. 4. 6 ak 08 a £1500 
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Apportionment of taxable income among net premiums :— 
1600 
———- > - 2 
Lease (a) 2350 i Ferre eee ae 
750 
a £15 = 
Lease (b) 5350 Of £1900 =... «ewe we ee ee 479 
Dammible moons on. a cs ee os ce ce ce oe SID 
24 
Lease (a) £1021 XK Fo ee ee ee ee ee ee ee es 191 
24 
Lease (b) LAID X BS ce ee es £907 
£1098 


Tax is therefore payable on £1500 at a rate applicable to £1098. 


The new provisions will not apply :— 


(a) Where the taxpayer is a company, except where, in 


respect of the premium, it is assessable as a trustee. 


(b) Where the averaging system is applied to a taxpayer, 


i.e., in the case of primary producers, and also in the 
case of other taxpayers until June 30, 1937. 


LOSSES THROUGH EMBEZZLEMENT 


The Uniform Bill (Commonwealth, Clause 71; New South 


Wales, Clause 81; Victoria, Clause 66; Queensland, Clause 29 
(16) ; 
vides that where, in the year of income, a loss is incurred by the 
taxpayer through the embezzlement or larceny, by a person 
employed in the taxpayer’s business, of money which is, or has 
been, included in the assessable income of the taxpayer, that loss 
shall be an allowable deduction. In the South Australian Bill, 
misappropriation is added to embezzlement or larceny. 


South Australia, Clause 85; Tasmania, Clause 47) pro- 


Several points should be noted :— 





(1) The deduction only applies where the embezzlement or 


larceny is committed by “a person employed in the tax- 
payer’s business.” Some time ago the writer made 
representations to the Commonweath Commissioner of 
Taxation on this subject, and urged the case of a taxpayer 
who had suffered loss through the misappropriation of 
rents by a collecting agent, unfortunately a not uncommon 
occurrence during the late depression. The new allow- 
ance does not cover this class of case. The agent is not 
an employee, and the taxpayer is not carrying on a 
business. 


(2) The allowance is confined to loss of money “which is, or 


has been, included in the assessable income of the tax- 
payer.” It will often prove difficult to establish such a 
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loss. There are, moreover, types of defalcations, frauds, 
and the like, which are not embezzlement or larceny and 
there are also types of embezzlement and larceny which 
the new clause does not cover; for example, the loss 
incurred by a solicitor through the embezzlement of trust 
funds by a clerk. 

(3) The loss must be incurred “in the year of income.” In 
many cases embezzlements, etc., extend over a period of 
years before they are detected. 

(4) Care will have to be taken in framing a charge against an 
employee, as the Clause (South Australia excepted) only 
covers cases of “embezzlement” or “larceny.” 


On this subject generally the reader is referred to the case of 
in rea Taxpayer N.S.W. 1934 (No. 2) 3 A.T.D. 79 reported in the 
April, 1935, edition of the Commonwealth Journal of Accountancy, 
p. 238. 


NON-RESIDENT TRADERS 


Mr. Casey, Commonwealth Treasurer, informed the House of 
Representatives that a non-resident trader’s liability for income tax 
under the Commonwealth Act has been decided upon two of the 
following three factors occurring in Australia :— 


(a) Place of contract. 
(b) Place of delivery. 
(c) Place of payment. 


In view of the facility with which non-residents have been able 
to escape liability by arranging for two of the three factors to take 
place out of Australia, the States have generally imposed the more 
satisfactory test of “instrumentality” of the agent in effecting the 
sale. The Commonwealth has embodied this test in the Common- 
wealth Bill. Apart from being a more desirable test from the view- 
point of the taxgatherer, the adoption of one test for Commonwealth 
and State purposes will provide more certainty in determining 
the liability to tax of the non-resident trader. 

Clause 41 of the Commonwealth Bill provides, accordingly, that 
where a person sells goods by means of anything done by himself 
when in Australia, or by means of an agent or representative in 
Australia, he shall be deemed to have sold them in Australia. A 
sale is deemed to be made ‘ ‘by means of” a person when he is 
“instrumental” in bringing about the sale. 

The method of arriving at the profit on such sales is as follows :— 


Sales by ex-Australian Manufacturers 
From the sale price of the goods is deducted :— 

(a) The amount for which, at the date the goods were shipped 
to Australia, goods of the same nature and quality could 
be purchased by a wholesale buyer in the country of 
manufacture, and 
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(b) the expenses of transporting the goods to, and selling 
them in, Australia. 


As a result, the “manufacturing profit” does not attract Com- 
monwealth income tax. 


Sales by ex-Australian Merchants 


Where the goods are sold by a person who is not the manufac- 
turer of the goods, the profit is the excess of the sale price over 
the purchase price plus transport and selling expenses. 


PRE-WAR PROFITS 


Readers are reminded that the exemption of dividends paid out 
of undistributed income of a company, accumulated before July 1, 
1914, expires on July 1, 1936. 


BOOK REVIEW 


The saving of Income Tax, Surtax and Death Duties: Jasper 
More, 8.A., Barrister-at-law, with a foreword by The Rt. Hon. 
Lord Decies, P.c., p.s.o. (Butterworth & Co. (Publishers) 
Ltd.), London, 1935, pp. 153 + xxv. Australian price, 
£1/1/-. 


Although this work is written from the viewpoint of a resident 
of the United Kingdom it is nevertheless invaluable to the Aus- 
tralian solicitor and accountant. It would, of course, be necessary 
for the local practitioner to test the income tax and death duty 
savings schemes with the provisions of our revenue laws, when it 
would be found that some of the proposals would have to be 
modified, and others would prove abortive. I only wish the author 
could be prevailed upon to produce an Australian version of his 
work; in the meanwhile a study of his suggestions and their 
application to Australian conditions will prove most profitable to 
heavily-burdened taxpayers and their advisers. 

After giving a brief but lucid outline of the law relating to 
British income tax, surtax and death duties, the author sets out a 
number of practical schemes of tax saving, separate chapters being 
devoted to Covenants for Payment of Income; Gifts and Settle- 
ments; Discretionary Trusts; Estate Companies; Holding Com- 
panies; Bonus Shares; Investment in Foreign Land; Companies 
Controlled Abroad; Foreign Settlements; Foreign Residence and 
Foreign Domicile. The concluding chapters are devoted to special 
matters such as Persons Resident and Dviniciled Abroad; English 
Landowners; Insurance; The Accun~:lation of Income; The 
Provision of Annuities; The Drafting of Wills. 

The method of presenting the tax-saving schemes is excellent. 
First a particularly clear arithmetical example is given of the 
proposal and the tax to be saved. Then the legal requirements 
are fully set out, followed by a discussion of the advantages and 
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disadvantages of the scheme, the chapter concluding with a state- 
ment of its cost. 

There is one trifling slip in the book. Authors generally perpe- 
trate one so as to ensure that reviewers read their books. Under 
the U.K. Finance Act, 1935, S. 22, the first £135 of the taxable 
income is taxed at one-third the standard rate of 4/6 in £, not 
one-half as stated by the author. The illustration is, however, 
correctly worked out. In fact, an exhaustive test of the working 
examples reveals a remarkable accuracy in their presentation. 





Personal 


Mr. R. W. Hamilton, F.F.1.4., member of the New South Wales 
State Board of the Federal Institute of Accountants, has been 
appointed Chief Accountant at the G.P.O., Sydney. We offer our 
congratulations to Mr. Hamilton on his appointment, and wish him 
success in this important and responsible position. 


Mr. S. A. Lloyd, M.L.A., A.F.1.4., has been appointed Chairman 
of the recently-constituted City of Sydney County Council. Mr. 
Lloyd has a rare record of public service to his credit; he was for 
six years Mayor of the Municipality of Enfield, which owes a great 
deal to his efforts; he is member for Concord in the New South 
Wales State Parliament, and until the recent change in the constitu- 
tion of the Metropolitan Water Sewerage and Drainage Board 
he had been a member of that body for some time. In his new post, 
Mr. Lloyd is the responsible head of the Sydney Electricity Supply. 
We are glad to have an opportunity of extending congratulations 
to him on his appointment and of wishing him success. 


Mr. N. E. Phillips has been transferred from Head Office of 
the Commonwealth Bank of Australia to the George Street branch 
at Brisbane. Mr. Phillips has passed the final examination of the 
Federal Institute of Accountants, and intends to apply for admis- 
sion to that Institute. He holds the rank of Captain in the military 
reserves, is actively associated with the Big Brother movement, 
and is a member of the Central Council of the Workers’ Educational 
Association. / 


Mr. W. T. Charge, F.c.1.s., President of the Commonwealth 
Accountants’ Students’ Society (N.S.W. Division), when on a 
visit to Melbourne at Christmas time, was entertained at luncheon 
by Mr. L. A. Schumer, A.1.c.a., President of the Victorian Division. 
Mr. O. R. MacDonald, Secretary of the latter body, was also 
present. 

Mr. Edgar Sabine, of Adelaide, announces that he has taken 


his son, John Rolfe Sabine, into partnership as from January 1, 
1936. The practice will be carried on in the firm name of Sabine 


and Sabine. 
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Australasian Congress on Accounting 
By C. W. ANDERSEN, Secretary to the Congress 


An event of great importance to accountants in Australia will 
take place in Melbourne next month, when the first Congress on 
Accounting will be held. 

The sponsoring bodies are to be congratulated on their enter- 
prise, for the Congress will be an achievement in co-operation that 
will be of lasting benefit to the profession. 

According to the circular sent to all members by the Organising 
Committee, the purpose of the Congress is to promote the interests 
of the accountancy profession in Australia. It is aimed at estab- 
lishing a closer bond of fellowship among accountants by bringing 
together members resident in different parts of the Commonwealth. 
It will give members an opportunity of conferring upon matters of 
professional interest and importance, and will enable the various 
services of accountants to be brought prominently under the notice 
of the community. 

With these lofty aims in view, it is confidently expected that 
every member of the constituent bodies will seriously consider 
setting aside a little of his time, and lending his support, by 
attending the Congress. Many busy members of the profession 
have already taken the lead by agreeing to present papers, to work 
on the various committees, and in other ways, to contribute to the 
success of the Congress. 

The official programme discloses a well-balanced series of events. 
Every section of the profession is catered for in the papers which 
will be presented. There are subjects of interest to the practising 
accountant, to the commercial accountant, and to the accountant 
in the Public Service. All three phases of accountancy will be 
brought prominently before the public in the meeting to be held in 
the Town Hall in the closing stages of the Congress. 

The Entertainment Committee, however is not allowing the busi- 
ness sessions to dominate. It desires to make the Congress an 
occasion for an Accountants’ Conversazione, and has planned a 
liberal programme of social events. The Lord Mayor of Melbourne 
has kindly consented to tender a civic reception to visiting members 
on the day of their arrival. This will be followed by a Members’ 
Luncheon, for which the largest suitable hall in Melbourne has 
been engaged. A reception by the President and Vice-Presidents 
at Menzies Hotel, later in the day, should assist members in getting 
to know one another before they settle down to business on the 
following morning. 

The first paper on Tuesday morning will be presented by Mr. 
A. E. Barton on “Public Finance, and the Form and Presentation 
of Public Accounts.” Mr. Barton is well qualified to speak on 
this subject, having been consulted by the New South Wales and 
South Australian Governments on matter pertaining to public 
accounts. In view of certain recent comments of the Common- 
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wealth Auditor-General, interest in this paper will not be confined 
to accountants. Following this, Mr. John S. McInnes will have 
something to say on that vexed question of “The Rights of Prefer- 
ence Shareholders.” Readers of the Queensland Accountants and 
Secretaries’ Journal should have no doubts as to the value of the 
contents of this paper. Investors and financial commentators will 
also be interested. 

A Congress would not be complete without a garden party. 
Ladies accompanying their husbands will not be disappointed, for 
a pleasant afternoon at the “Palms,” situated in the picturesque 
Alexandra Gardens, features on the programme. 

It is aimed to make the Banquet the most important gathering 
of accountants ever held in Australia. The main dining-room at 
Menzies’ Hotel is just the right setting for the array of prominent 
citizens who are being invited. Visitors are recommended not to 
miss the Banquet. 

Wednesday’s papers should »*riulate much thoughtful and use- 
ful discussion. To what er* .n auditor should use his report 
@s a means of conveying impc.tant information to managers and 
shareholders is a delicate problem, and one to which Mr. H. H. 
Cummins, with his long experience, is capable of doing justice. A 
paper on “Accounting Terminology” is timely. Every science has its 
technical language, but such language should be precise in definition 
and interpretation. Probably owing to the recent rapid develop- 
ment of accounting theory, accounting terminology lacks standards, 
which leads to a confusion of issues when the same words are used 
to convey different meanings. This paper has been entrusted to 
Mr. A. A. Fitzgerald, and should provoke an interesting and useful 
discussion. 

On Wednesday afternoon members will have an opportunity of 
inspecting an extensive range of accounting machines and modern 
office appliances. In these days of rapid transition, it is not easy 
for busy men to keep abreast of all the latest developments. The 
exhibition will serve a very useful purpose. It will enable the 
busy accountant to become better acquainted with improved 
methods and devices, and will give the general public some impres- 
sion of the extent to which machines are used in producing more 
extensive and more efficient business records. It is even whispered 
that there will be a daily Congress bulletin, published with the aid 
of the various suppliers of duplicating machines. 

An evening at “His Majesty’s” Theatre, followed by supper 
and dancing at ‘““The New Embassy,” will bring to a close the third 
day’s proceedings. 

The papers by Messrs. D. J. Nolan and L. A. Brumby on the 
Thursday morning will be of particular interest to the commercial 
accountant. Both authors are well known in costing circles, and 
both are well qualified for the tasks they have undertaken. Mr. 
Nolan will deal with some general aspect of Cost Accounting, in 
connection with which it will be interesting to note the influence 
of his engineering training. Mr. Brumby, who visited England 
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and America last year, has at his disposal a wealth of information 
on Budgetary Control, which will give the business community 
some idea of the remarkable developments which have taken place 
in the application of accounts to management uses. 

Visiting members will be taken to see some of Victoria’s moun- 
tain scenery in the afternoon of Thursday, March 19. 

Probably no person in Australia is better qualified to speak on 
“The History of the Accounting Profession, and the Position of 
the Accountant in Commerce” than is Mr. E. V. Nixon. Those 
who have been privileged to see his private catalogue of accountancy 
literature will realise the extent of his research and studies. Several 
of his periodicals extend back a quarter of a century. It will be 
interesting to hear Mr. Nixon’s views on the future of the account- 
ancy profession in Australia. 

The last paper by Mr. S. Russell Booth will deal with “The 
Resumption of Privately-Owned Public Utilities.” In a country 
where State ownership of public service enterprises is very highly 
developed and the State is continually encroaching on fresh fields, 
the subject of Mr. Booth’s paper is of great importance. With his 
experience in connection with certain Government purchases at 
Port Adelaide, Mr. Booth should be in a position to speak with 
authority. 

As a fitting climax to the week’s programme, a sports afternoon 
will be held at the Peninsula Country Golf Club, Frankston, with 
a dinner and dance to follow in the evening. The Committee is 
grateful to the officials of the Club for making these facilities 
available. Members who visit Frankston on this occasion will be 
well rewarded, for few courses are situated in such delightful 
surroundings. ; 

All official events will be free of charge to visiting members, 
their wives and families. In addition, special concession fares will 
be allowed by the various railway systems and shipping companies. 
Hotels and guest houses offer special tariffs tp those attending the 
Congress. 

Victorian members, who will not incur the expense of travelling 
and accommodation, will be asked to contribute to the cost of some 
of the entertainments attended by them. In this way the cost 
to local and visiting members will, to some degree, be equalized. 
It is hoped that a large number of members in Victoria will attend 
the Congress, and that principals will encourage and make it 
possible for members of their staffs to be present also. 

A final paragraph concerning the chief executive officers will 
not be out of place. Sir George Mason Allard, President of the 
Institute of Chartered Accountants in Australia, has kindly con- 
sented to act as President. He will be ably supported by the Vice- 
Presidents, Mr. H. P. Ogilvie (President, Commonwealth Insti- 
tute of Accountants) and Mr. A. L. Prendergast (President of the 
Federal Institute of Accountants). Messrs. L. A. Cleveland and 
E. V. Nixon, Chairman and Vice-Chairman respectively of the 
Executive Committee, have been particularly busy attending meet- 
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ings of the various committees entrusted with the tasks of arrang- 
ing the numerous events associated with the Congress. Other 
members of the Executive Committee are Mr. Ellis Davies (Chair- 
man of the Papers and Publications Committee), Mr. H. P. Ogilvie 
(Chairman of the Entertainments Committee) and Mr. A. L. 
Prendergast (Chairman of the Publicity Committee). These 
gentlemen, in conjunction with the members of their respective 
committees, members of State committees and the compilers of 
papers, are displaying a wonderful public spirit in giving so freely 
of their time and experience to make the Congress worthy of the 
profession they represent. 

Notwithstanding the hard work of the organisers, the ultimate 
success of the Congress must depend upon the support of mem- 
bers. Given a good attendance, the organisers are confident that 
the Congress will achieve its objectives. 

It only remains for us to urge all our readers to attend at least 
some portion of the events listed on the programme. 

To our interstate readers, let us say that, whatever might be 
said or thought about climatic conditions in Melbourne at other 
times of the year, Melbourne in March is a very pleasant city— 
mellow and graceful. The organisers, of course, can accept no 
responsibility that the weather will “run true to form” on this 
occasion, but we think it safe to assume that temperature, sunshine 
and humidity will be such as both to facilitate the transaction of 
business and to enhance the pleasure of the social gatherings. 

We have been advised that, notwithstanding the care which 
has been exercised in collating the lists of members of the three 
sponsoring bodies, a few errors and omissions may have occurred. 
Should any member not receive an invitation, he is asked to 
communicate with the Secretary. 

As this goes to press, cable advice has been received from the 
New Zealand Society of Accountants that it is sending two dele- 
gates to the Congress. 





Accountants’ Time and Cost Records 
By F. OSWALD BARNETT, m.com., F.c.a. (Aust.) 


[The old aphorism ihat “shoemakers’ children are usually ill-shod” is often 
exemplified in a public accountant’s office, in that the accountant spends so 
much time and thought in planning and executing his clients’ accounting 
systems that he has little time or energy left to devote to his own. In the 
following article, Mr. F. O. Barnett stresses the importance of careful plan- 
ning of accountants’ time and cost records, and describes a system of record 
which has proved successful in practice. In a second article, to be published 
in a later issue, he will deal in more ney with the use to which the records 
are put. 


The young practitioner, unless he has been trained in a public 


accountant’s office, may find himself in the anomalous position that 
it is easier to keep his clients’ accounts than it is to keep his own. 
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This article is therefore written in the hope that it may be of 
some help to the young accountant who has just started practice. 

The first thing he must realise is that the only commodity he 
has to sell is time, and that he must therefore keep a rigid record 
of what he does with every minute of his day. As his practice 
grows and he employs others to help him, a complete record must 
also be kept of their time. 

Various accountants have various methods of recording their 
time, but I have found it most helpful to use a 5-Minute Diary 
Sheet. 


5-MINUTE DIARY SHEET Client 
Office 





Date: 6/1/1936 Initials | Eee Total 








Hrs. Min. Fol. Client Details 











Office Attending to mail 


| 
| 
20 30 | 


Smith B. him re Instructions 


40 15 Robertson letter re shares 





11.0 30 | James him re Sales Tax 


Johnston Pty. Ltd. | Directors’ Meeting 
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It will be noted that the sheet begins at 8.45 a.m., so as to make 
provision for those admirable people who believe in making an early 
start. Though it is my custom to allow an hour for lunch, the 
diary again makes provision for those who start earlier, and also 
allows for those who may work on until 6 p.m. 

With his Diary at his elbow the young practitioner can now 
make a running record of the day’s dealings in the manner illus- 
trated on the above specimen sheet. 

It will be noticed that the time which is spent on routine work is 
debited to “Office.” This is salutary, as it discloses just how much 
time is unproductive, and there will be an urge to reduce this as 
far as possible. 

Every morning the respective Diary Sheets of the principal and 
of each member of the staff are collected, and after the hours are 
separated into “Clients” (or productive) and “Office” (or un- 
productive), the analysis is written in the space reserved for it in 
the top right-hand corner of the Diary. 

The analysis is then entered on a “Diary Summary Sheet.” 


DIARY SUMMARY SHEET 
JANUARY, 1936 























| Hourly Rate Hourly Rate 
Clerk: A 15/- Clerk: B 10/6 etc. 
Clients | Office | Total | Clients | Office | Total 
Thurs. Jan2} 7.30 1.15 8.45 7.0 — 7.0 
Friday 3} 60 1.15 7.15 4.35 2.30 7.5 
Saturday 4) 2.0 1.0 3.0 etc. etc. etc, 
Monday 6) 6.0 1.10 7.10 
Tuesday 7| 8.0 2.10 10.10 -. 
Wednesday 8 7.20 50 8.10 
etc. 
206.5 | 40.40 |246.45 | 191.30 | 200 | 211.30 
£174/13/9 £30/10/- £205/3/9| £100/10/9 £10/10/- £111/0/9 














Cost Summary for Month 
Clients i oe 
Office a:@: 9 


Total £316 : 4: 6 





The Diary Summary Sheet, as well as disclosing what each mem- 
ber of the staff has earned for the business and what time has been 
spent on “Office,” also provides a ready means of checking the 
total time debited to clients as shown on the Summary Sheet with 
that shown in the Fees Journal. From the Diary Summary Sheet 
a record is prepared also showing when members of the staff are 
absent, either on holidays or sick leave. 

The Diaries are now entered on to the respective Clients’ Work 


Cards. 
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CLIENT’S WORK CARD 
SMITH B. 
1936 A B Cc D etc. 


Forward .. 
Jan. 6] Instruction 1in— 

8 | Entering Cash . 

9 | Reconciling 
B. — | 30 
Checking 
Sales, etc. 4 115 
etc., etc. 











4 —_ 16 — wy 30 a a 
£4/4/-_||_£5/5/- || £1/17/6 | 






































—£11/6/6 


A separate column is allocated to the principal and to each 
employee. A junior will enter the date and the brief details of 
the time spent in the first two columns, and then enter the actual 
time taken in the column reserved for each specific worker. At 
the end of the month, the minute and hour columns for each 
worker will be added, and the fee will be calculated according to 
the scale of charges approved by the Institutes of Accountants. 

I have found it convenient to transfer this total to a buff card, 
which thus becomes a monthly summary. This card I stand in 
front of its relevant Work Card in the Work Cards’ cabinet. 


MONTHLY WORK CARD SUMMARY (Buff) 
Ee 
CLIENT: SMITH B. C3 


Date Cost Fees | Remarks 
1936 
Jan.31!/11 6 611 #10 - 





The principal is now in a position to determine the amount of 
his fees. With the Summary Card in front of him he will see the 
actual amount of scale-charges. By referring to the Work Cards 
he can review the case, and decide whether, in his judgment, the 
work he has done is worth the full scale fees. Whatever amount 
he determines to charge should be entered in the “Fees” column of 
the Summary Card, and at the same time entered into the Fees 
Journal. The account to be sent to the client is then prepared. 

Instead of the ordinary bound Fees Journal I prefer to use 
analysis sheets. When it is decided what amount a client is to be 
charged that amount is entered on to the Work Card Summary 
and at the same time the name of the client and the amount 
chargeable are entered on the Fees Sheet. 
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FEES JOURNAL 
JANUARY, 1936 





1936 Client Cheeme 4| Gain A B C | etc. 
Jan. | A. B. Smith 10100| ---| 440] 3159| 2103 

S. O. Jones 14140] 040] 500] 8100] 1 40 

L. R. Robertson |13 56| ---| 1330] - --| 0 26 

A. Barber 21491 ---| 200] 210001049 


The amount charged is divided proportionately among the mem- 
bers of the staff according to the figures disclosed in the Work 
Card. If the amount charged is in excess of the scale fees as 
shown in the Work Summary Card, the difference is shown in the 
“Gain” column. If the amount charged is less than the scale 
charges as shown in the Work Summary Card, the entry is made 
on an analysis sheet headed “Lost Fees” similar to that used in the 
Fees Journal, and with the same analysis as between members of 
the staff. 

From the Fees Journal clients are of course debited in the 
Clients’ Ledger, and the totals carried in the usual way to control 
accounts in the Private Ledger. 

By means of this system the “gains” from scale fees are easily 
noted, and this will enable the conscientious principal to consider 
whether he is over-charging any client. His remedy will be either 
to reduce the fees or to do more work for the client. It also 
enables the principal to see the earning capacity of himself and 
of every member of his sta‘. 

The “Lost Fees” Sheet is particularly valuable. This discloses 
the amount lost on each particular client and how it is allocated 
against the various members of the staff. It gives the principal 
an opportunity to confer with those members of the staff who are 
working on a job on which a loss is being made and to consider 
whether it will be possible tc reorganize the work, so as to reduce 
the number of hours spent on the job, or, failing that, to seek an 
increase in the fee from the client. 

There is, of course, work done by a Trustee on a commission 
basis which may show either a gain or a loss and where no action 
can be taken. But in the cases of work done for clients, the 
analysis in the Pees Journal and on the Lost Fees Sheet provide 
the principal with precisely the information he needs in order to 
know whether he is overcharging or undercharging his clients. 

A further refinement of the system is the keeping of another 
analysed sheet in which are entered details of “The Hold Overs.” 
There are occasions when work is done and at the moment of the 
monthly balance it cannot be determined whether the job can carry 
the whole of the scale charges. It may be too drastic to treat it 
as a loss and too optimistic to put it in fees charged. It is there- 
fore recorded on “Fees Held Over’ Sheet. 

From the analyses shown in the Fees Journal, the Lost Fees 
Sheet and the Hold Overs Sheet, I find it extremely interesting to 
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graph, not only the business as a whole, but also the operations 
of every member of the staff. 

It is submitted that this system has certain advantages which 
have been proved in actual practice. Firstly, every person employed 
has to account for every five minutes of the day. If too much is 
entered as “Office,” it is safe to assume that time is being wasted. 
Secondly, the analyses shown in the Fees Journal, the “Fees 
Gained” Sheet, and the “Fees Lost” Sheet, disclose to the principal 
exactly what jobs have been done, what jobs are payable and what 
are not. Not the slightest scrap of work can escape coming under 
review, and if any work is not charged for, it is not due to the fact 
that it was forgotten, but because it was done deliberately with a 
full knowledge of the time taken on the job. At the same time it 
discloses what members of his staff are worth while and what are 
not. Thirdly, if a client has been neglected, the monthly review 
i of the Work Cards immediately reveals such neglect. Fourthly, it 
accepts the scale charges as standards, and, if a reduction is to be 
: made, it is not simply a stab in the dark, but a scientific appraise- 
ment of the position. Fifthly, it is a great comfort to be able to 
produce a Summary Card to a client who is challenging a bill, and 
say, “Well! here is the record of actual time spent on your job.” 
Sixthly, it gives the practitioner the feeling that he is standing 
on a scientific basis that would be acceptable to all the Institutes 
or in a Court of Law. 








Notes of the Month 


Amalgamation of Government Departments 

At a meeting of the New South Wales State Cabinet held on 
January 16, approval was given to the amalgamation of the 
Department of Local Government and the Department of Public 
Works. The Hon. E. S. Spooner was appointed to control the 
combined department, with the designation of Minister of Local 
Government and Works. Prior to entering politics, Mr. Spooner 
was in practice as an accountant: he is a member of the Common- 
wealth Institute of Accountants, to which body he was admitted in 
1920. Accountants are strongly represented in the New South 
Wales Cabinet. The Premier, the Hon. B. S. B. Stevens, is a 
Fellow of the Federal Institute of Accountants. 


Forthcoming Legislation 

The New South Wales Parliament will resume sittings on 
February 18. Amongst the measures to be dealt with in the first 
session are three of particular interest to accountants, the Com- 
panies Bill, the Income Tax Management i'ill, and the ‘ndustrial 
Arbitration Bill. 

State income tax assessments are now being issued, and it is 
estimated that the return from this tax in the current vear will 


amount to £3,725,000. 
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Legal Section 
Edited by G. L. MAYMAN, .a., LL.B., B.COM., A.F.I.A. 


“PAY CASH OR ORDER’”—NOT A CHEQUE 


A document purporting to be a cheque and made out in the 
usual cheque form by a drawer directing the bank to “pay cash or 
order” has been held by Branson J. in the English case of North 
and South Insurance Corporation Ltd. v. National Provincial 
Bank Ltd. to be not a bill of exchange and therefore not a cheque. 
The facts giving rise to the action are not very material to the 
decision. For the purpose of making clear the law involved it is 
sufficient to say that the plaintiff sought to make the defendant bank 
liable in respect of a cheque debited to plaintiff’s account and 
paid to a third party without endorsement. The cheque was not 
crossed and moreover had been drawn after a petition had been 
presented for the winding-up of the plaintiff company. 

Counsel for the plaintiff contended inter alia that the defendants 
had no authority to debit them with the amount of the cheque 
because the cheque was not endorsed, and that the true meaning of 
a cheque drawn in the form “pay cash or order” was “pay cash to 
me or my order,” in which case endorsement was necessary. The 
defendant’s view was that a cheque in this form was a cheque pay- 
able to a fictitious payee and therefore, under Section 7 (3) of the 
Bills of Exchange Act 1882 (Sec. 12 Australian Act), was a cheque 
payable to bearer. 

Because there was no specified payee the cheque might not be a 
bill of exchange at all. In that case the defendants would not be 
entitled to deal with it unless they could prove a banking custom 
which authorised banks to deal with documents in this form, and 
no such custom had been pleaded. 

Under Section 7 (3) a payee who was a “fictitious person” must 
be something which if it really existed would be a “person”; it 
could not be enough merely to draw a cheque “pay cash,” “pay 
wages,” or the like, for cash or wages could never be a person. 
The Courts had taken a strict view of the meaning of “person” 
before the Act was passed. 

Counsel also ‘referred to Paget on Banking (4th Ed., p. 118 
et seq.) in support of the view that a cheque in this form was not 
a biil of exchange at all. The defendants should not have paid 
the cheque unless it was endorsed, and the only person who could 
have endorsed it was the drawer. On the facts there was no 
ratification or adoption of the transaction. 

On behalf of the defendant bank it was submitted that a bill 
drawn to “.. . or order” would be a bill payable to a non-existent 
person, and should be read pay “anybody or order,” that was, pay 
bearer. “Cash or order” meant “pay cash to anybody who pre- 
sented it, or, if he wanted it paid into an account, make him endorse 
it.” The word cash was equivalent to a blank; cash could never 














THE AUSTRALIAN ACCOUNTANT 47 





1936 


be a named payee. Alternatively, a bill which had no payee was 
not a bill of exchange at all, but it still might be a mandate to some- 
body to pay money, and a banker might be obliged to honour it. 
Whether this cheque was a negotiable instrument or not the defen- 
dants were bound to pay it and should not be held liable in this 
action. 

Branson, J., in giving judgment, said that the case for the 
plaintiffs was that the document was a cheque drawn to order, and 
therefore required endorsement, and that as it had not been 
endorsed there was no proper authority for payment of the money. 
The defendants contended that the document was a bill of exchange 
payable to a fictitious or non-existent person, and therefore must 
be treated as payable to bearer, or if it was not a bill of exchange 
it was an order given to a bank and acted on by the bank in accor- 
dance with the directions and intention of the drawers. 

The first question was whether the document was a cheque. 
In his lordship’s view it was not a cheque at all. Section 73 of the 
Bills of Exchange Act (Sec. 78 Australian Act) defined a cheque: 
it must be a bill of exchange, and a bill of exchange was defined in 
Section 3 (Sec. 8 Australian Act) as an unconditional order in 
writing to pay to or to the order of a specified person or bearer. 
This document said “pay cash or order”: “cash” could not in 
any view of the case be said to be a specified person. In approach- 
ing the construction of the present document the language, “pay 
cash or order,” must first be considered. Cash was not a payee, 
and the document was not drawn to pay any person at all. It was 
not payable either to a specified person or to bearer, and it there- 
fore failed to satisfy Section 7 of the Act and was not a bill of 
exchange. , 

He was then driven to look at the words of the document and 
give them the construction which the parties apparently intended. 
Where a document was partly written and partly printed, if the 
printed and written parts were not consistent with one another the 
printed part must be rejected in favour of the written part (Glynn 
wv. Margetson (1893, A.C. 351) }. Here the written word “cash” 
was impersonal; “cash” could not endorse, and as it stood the 
document had no sensible meaning. The result was that there was 
simply a direction to pay cash to some impersonal account which 
could not endorse, and he must neglect the words “or order” and 
treat the document as a good direction to pay bearer. It was not 
a bill of exchange, but was simply an order to pay money to bearer. 

Even if it could be said that the document did not contain a 
sufficiently clear mandate to justify the bank acting on it, it was 
clear that in fact the plaintiffs had wished the bank to pay the 
money, and the bank had obeyed their directions and had paid 
the money to the person whom the plaintiffs desired to have it. 
In those circumstances it would be a blot on our judicial system if 
the plaintiffs could now recover from the bank. 
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BANKER AND CUSTOMER—NOT CORRECT PAYEE— 
NAME SIMILAR 


The Privy Council, in dismissing the appeal last month, has 
upheld the reasoning of the High Court of last year in deciding 
that the Savings Bank of South Australia was not liable in the 
action brought by the drawer of a cheque—one Wallman. A 
cheque was drawn and made payable to a Mrs. E. M. Jenkin and 
posted by mistake of the drawer in a letter addressed to another 
Mrs. E. M. Jenkins and by the latter deposited in a Savings Bank 
account, from which it was subsequently withdrawn. 

The cheque, it will be remembered, was marked “not negoti- 
able” and the original plaintiff endeavoured to show that as the 
bank had no better title to the cheque than the customer had it was 
guilty of negligence in the case of the opening of a new account by 
a cheque in not establishing the depositor’s title to the cheque. 
The local Court in South Australia found for the plaintiff and this 
decision was upheld on appeal to the Supreme Court of South 
Australia but upset on appeal by the defendant to the High Court. 

In the final decision of the Privy Council the view of the High 
Court as to the degree of vigilance of a banker was accepted, 
namely, that it would be setting an extraordinarily high standard 
of diligence to hold in the circumstances (where the names corre- 
sponded) that a prudent banker should have been put to further 
inquiries. The bank had acted in good faith. 


THE BATTLE OF THE BOTTLES 


Problems of the milk vendors were before the Victorian Supreme 
Court recently and the particular grievances concerniiug the 
unauthorised use of the milk bottles of competitors were aired. 
The Court came to the conclusion that owing to the difficulties of 
proof in each case and the insignificant nature of the nuisance in 
each separate case and of the multiplicity of actions likely to be 
brought, damages in each claim would be smal! and therefore 
not an appropriate remedy. The Court therefore .iade a general 
order restraining the defendant from selling or offering for sale 
milk not the property of the plaintiff in bottles belonging to the 
plaintiff. 


COSTS OF ADMINISTRATION—AUDIT OF ACCOUNTS 
OF LIQUIDATOR 


A practice matter of importance to liquidators and auditors was 
determined before the Supreme Court of Queensland on the appli- 
cation of the Registrar of Companies. Under the Companies Act 
of Queensland every liquidator must forward to the Registrar of 
Companies his account every six months, together with receipts 
and vouchers, and the Registrar, on receipt of the documents, must 
apply to the court to appoint an auditor to audit the account. This 
procedure was followed, and His Honour adjourned the summons 
from Chambers into court to deal, as he remarked, “with a matter 
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of some general interest to persons who act as liquidators of com- 
panies that go into liquidation.” No provision, His Honour stated, 
was made for the costs of the required audit, but it appeared to him 
that those costs were part of the costs of the administration by the 
liquidator directed to wind up the affairs of a company. It would 
be a wise precaution, then, for each liquidator to protect himself 
by not distributing all the assets of a company until he had his 
accounts audited, so that he might be able to recoup himself for 
the expenses incurred in having the audit made. In this particular 
case, he understood the liquidator had distributed all the assets. 

It seems that it is part of the costs of the liquidator, who has to 
carry out the liquidation. The object of it is to protect the credi- 
tors, and ultimately the liquidating company, in case there might be 
a surplus. On any future occasion when the same position arises, 
a liquidator can expect to have an order made against him for 
the auditor, and he can get the cost out of the creditors. 


NOT OUTGOINGS OF BUSINESS—DEDUCTIONS 
DISALLOWED 


Two High Court decisions indicate the strictness of the interpre- 
tation of the words “outgoings actually incurred in gaining or 
producing the assessable income” in Income Tax Assessment Acts. 

In Amalgamated Zinc (de Bavay’s) Ltd. v. The Federal Com- 
missioner of Taxation it was held that contributions made by the 
company to a compensation fund for employees suffering from 
miners’ diseases were not deductible as losses for they were not 
outgoings in the sense referred to above and still less could they 
be so regarded when the company was not actually carrying on 
certain mining operations. 

In the case of Davies, Coop & Co. Pty. Ltd. v. the Common- 
wealth, the appellant company, in order to qualify for a cotton yarn 
bounty, had to show that the net profits in any year did not 
exceed 10 per cent. of the capital employed during the relevant 
period. The Court held that in ascertaining the net profits under 
the terms of the Cotton Industries Bounty Act 1930-1932, any 
amounts payable as Federal or State Income tax could not be 
deducted as a loss or outgoing in such business. 


RESTRICTIVE CONDITION IN WILL—VOID AS 
CONTRARY TO PUBLIC POLICY 


It is clear law that conditions which are attached to a grant or 
gift of an estate must not conflict with positive law or public 
policy. In the determination of what is contrary to public policy 
the Courts of to-day have ample precedents to follow in most 
cases. In the case of the Will of James Hogg, Nicholas, J., on an 
originating summons taken out by the Perpetual Trustee Company 
in the Supreme Court of New South Wales, had to determine 
whether the condition imposed by the testator in regard to the 
religious education of beneficiaries was valid. Simply stated the 
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testator had provided that if at any time one of the children of his 
son John ceased to be brought up in the Protestant faith all should 
lose their interests. His Honour held that the condition attached 
to the gift could not stand, and that the children of John Hogg 
were entitled to share the devise. “If it is the duty of a parent to 
give his best attention to the upbringing of his children,” he said, 
“it is his duty, I think, to give the fullest consideration to so impor- 
tant an element in their upbringing as their religious education. He 
has no duty towards any particular religion . . . but an attempt to 
influence his choice by prospect of pecuniary gain or loss is an 
attempt to interfere with him in the execution of his duty.” 

It would appear from our reading of other cases that a testator 
may impose a restriction that is valid in regard to matters of faith 
where the choice between the interests under the will and religious 
practice is a choice that is open to beneficiaries themselves, but this, 
of course, was not so stated in the will referred to. 





Federal Institute of Accountants 
New South Wales Division 


QUARTERLY LUNCHEONS 


The New South Wales Division of the Federal Institute of 
Accountants holds quarterly luncheons which are usually very well 
attended. The last function of this nature was held on December 6, 
when an interesting and instructive address entitled “Some Phases 
of Secondary Industries” was delivered by the Hon. F. P. Knee- 
shaw, M.L.c., President of the Chamber of Manufactures of New 
South Wales. 

At the conclusion of the address, the Chairman, Mr. E. L. John- 
son, F.F.1.A., called upon Mr. R. W. Hamilton, F.F.1.a., to propose 
a hearty vote of thanks to Mr. Kneeshaw. 

Mr. Hamilton, in proposing the vote of thanks, said that these 
gatherings were held for two purposes, firstly, to educate, and 
secondly, to bring the members together and thus provide an oppor- 
tunity for meeting one another, which is somewhat difficult in 
other circumstances. He was pleased to notice that representatives 
of kindred bodies were present, including the Commonwealth 
Institute of Accountants, the Association of Accountants and the 
Australasian Institute of Secretaries. 

The vote of thanks having been carried by acclamation, and 
Mr. Kneeshaw having responded, the Chairman remarked that 
the time allotted for these functions was all too short, but as they 
were lunch-hour gatherings, it was obvious that the time could not 
be extended. 

A report of Mr. Kneeshaw’s address appears elsewhere in this 
issue. 
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ANNUAL MEETING 


The Annual Meeting of the New South Wales Division is to 
be held at the Hotel Carlton on February 17. 


Annual Meeting of Victorian Division 


The Annual Meeting of the members of the Victorian State 
Division is to be held on Thursday, February 20, 1936, at the 
Cafe Australia. 

After the disposal of the ordinary business, a Social Hour will be 
spent, during which a paper will be read by Mr. G. L. Mayman, 
M.A., LL.B., B.COM., A.F.1.A., on “Murder in Law and Accountancy.” 


Tasmanian Division 


The Annual Meeting of the Tasmanian Division of the Institute 
is to be held on February 25, 1936. 

At the December and January meetings of the State Board of 
the Federal Institute of Accountants, with Mr. V. S. Westbrook 
in the chair, the usual routine business was dealt with. The 
Annual Meeting of the Tasmanian Division was arranged to be 
held on February 27, 1936. 

Several applicatioas for an extension of time in which to con- 
tinue their examinations were received with sympathetic attention 
by the members of the Board. 

It was reported that the Council had very generously forwarded 
the 1935 grant of £20 for assistance to Associates and provisional 
Associates of the Federal Institute of Accountants who are under- 
taking further educational studies. 

Mr. F. P. Toole, of the the Bank of New South Wales, Laun- 
ceston, was recommended for status as an associate member of the 
Institute. 

Details of the proceedings arranged at the Australasian Congress 
of Accountancy to be held on March 16, 1936, were noted. 

A report by Mr. E. R. Campbell on the half-yearly examinations 
in this State, was referred to the Examinations Committee for 
consideration. 

The question of the status of applicants for admission to the 
examinations of the Institute, who have passed the Tasmanian 
University subjects of accountancy and law through the Faculty of 
Commerce, was considered and the question is now being dealt 
with by the Council. 

Arrangements are being made to standardise all stationery and 
forms used at the various State Divisions. 

Members are gratified to learn that Mr. A. L. Prendergast, the 
President, and Mr. G. Moore, the Secretary to the Council, will 
visit Tasmania in order to attend the Annual Meeting of members 
in February. Arrangements are being made to give them both 
a cordial reception. 
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Commonwealth Institute of 
Accountants 


General Council 


Meetings of the General Council will be held in Melbourne 
during the week commencing March 23. As the meetings immedi- 
ately follow the Congress, members of the Council will be devoting 
nearly a fortnight to Institute business. 

The Annual Meeting of the Institute will be held in Melbourne 
on Wednesday, March 25. 


Examinations 


Examinations for admission to the Institute will commence on 
Monday, April 20. Intermediate candidates will sit during the 
first week, and Preliminary and Final candidates in the following 
week. All candidates whose names appear on the register at the 
commencement of the April examinations, and who have not passed 
in the former Subject “K” will be required to submit themselves 
for the new Subject of Banking, Finance and Foreign Exchange. 
Entries for the examinations must be lodged with State Registrars 
by Thursday, February 27, 1936. 


Victorian Division 


The Annual Meeting of the Victorian Division will be held at 
5 p.m., on Wednesday, March 11. Owing to the proximity of the 
Congress, and of the General Council Meetings, the usual social 
function will not follow the Victorian meeting, which will be con- 
fined to the necessary business to be transacted thereat. 

Commencing February 17, the Library of the Division will 
remain open until 10 p.m. on each Monday evening. This facility 
is being made available to those unable to visit the Library during 
ordinary business hours. Owing to the number of new books 
added since June, 1934, a Supplement of the Library Catalogue 
was sent out to members at the end of last year. From this some 
idea can be obtained of the range of books available for study or 
reference purposes. 

Members and candidates are reminded of the employment regis- 
ter maintained at the office of the Division. The State Registrar 
advises that enquiries were received from 143 employers during the 
twelve months ended December 31, 1935, and that suitable candi- 
dates could not be obtained for a number of these positions. 

In view of the interest displayed by members in the monthly 
luncheons held last year, it is the State Council’s intention to con- 
tinue them until further notice. The first of the 1936 series was 
held at the Victoria Palace Hotel on Tuesday, February 4, when 
Mr. F. Oswald Barnett addressed members on the subject of 


“Crime and the Slums.” 
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New South Wales Division 


LIBRARY 


Steady progress is being made by the Institute staff, assisted 
by a member of the Municipal Library staff, in reorganising the 
Institute’s library and preparing a complete catalogue. A number 
of new books are being purchased to bring the library up to date: 
many of the books are unobtainable locally and it has been neces- 
sary to send to England for them. 

The library is divided into two sections, viz., (1) lending, and 
(2) reference. 

In the lending section, books may be borrowed by members of 
the Institute for a fortnight, and may be renewed subject to 
certain conditions. 

In the reference section, books are available to members during 
office hours. 


ANNUAL MEETING 


The Annual Meeting of the N.S.W. Division has been fixed 
for March 11, subject to the approval of the General Council. 





Students’ Section 
Edited by O. R. MacDONALD, F.1.c.a. 


Public Accountants’ Students’ Society of Victoria 


DISCUSSION ON NOVEMBER BOOKKEEPING 
PROBLEMS 


At the discussion, led by Mr. R. Adamson, a.r.1.a., Editorial 
Manager of Messrs. Hemingway & Robertson, at Collins Gate, 
Collins House, Melbourne, on December 16, 1935, an informative 
evening was spent by some eighty students. 

From the commencement of proceedings Mr. Adamson was plied 
with a steady stream of questions and queries. Each problem 
set by the examiners was dealt with, and proposal and counter- 
proposal were put forward as to the correct method of solving 
the questions. 

Mr. Adamson ably dealt with the suggestions presented, show- 
ing their weaknesses and illustrating the most desirable method of 
presenting the accounts for examination purposes. 

The clearness with which he explained the particular and impor- 
tant points in the various problems was greatly appreciated. 

Model Answers purchased by the Society from Messrs. Heming- 
way & Robertson and issued to members free and non-members 
for a small charge, did much to assist in the discussion of the 
various problems. Seldom has the Society had a more enthusiastic 
meeting, a fact which augurs well for the future activities of this 
live organisation. 
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Those students who attended the meeting received much helpful 
and valuable information, the appreciation of which was clearly 
demonstrated by the hearty manner in which a vote of thanks was 
moved, supported, and carried with acclamation by members of 
the audience. 

Mr. Adamson, in replying to the vote of thanks, said that it was 
a pleasure to come along and help the students in their problems 
and that he appreciated the keenness with which the questions had 
been debated. He hoped the students had benefited by the discus- 
sions upon the problems with which they had dealt. 


Commonwealth Accountants’ Students’ Society 
VICTORIAN DIVISION 
February Meeting 


The above Society will commence its activities for 1936 on 
Wednesday, February 26, when Mr. J. W. M. Eddy, B.com., 
Financial Editor of The Herald, will lecture on “An Introduction 
to the Principles of Banking.” In view of “Banking, Finance and 
Foreign Exchange” having been added to the examination syllabus 
of the Commonwealth Institute of Accountants, it was decided by 
the Society’s Committee that a lecture should be arranged which 
would be of direct assistance to students for the examination. The 
subject chosen by Mr. Eddy, however, is one that is of interest to 
all members. 

The meeting will be held at Colonial Mutual Life Building, 314 
Collins Street, Melbourne, commencing at 8 p.m. 


Syllabus 
Following the usual custom no meeting was held in January. 
The syliabus for the six months ending June 30 is almost complete, 
and full details will be announced next month. 
The Society’s Annual Dance will be held at the Ormond Hall 
on Saturday, May 30. A Mock Company Meeting will be held 
in conjunction with the Annual Meeting towards the end of June. 


‘ 


Printed Lectures 
By the time these notes appear in print it is expected that mem- 
bers will be supplied with printed copies of the following lectures: 
“Balance Day Procedure,” by Mr. W. Leslie V. Porter, F.1.c.a. 
“The Principles of Companies’ Accounting,” by Mr. Louis 
Goldberg, B.cOM., A.I.C.A. 


The lecture by Mr. E. Pyke, F.1.c.a., “Just Before the Examina- 
tion”—which contains so much supplementary matter that it will 
cover nearly 150 pages—will be in the printer’s hands by the end 


of February. 
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Question Competition 


The attention of members is directed to the Question Competi- 
tion open to members who have not yet passed the Final examina- 
tion. The question prepared by Mr. E. Pyke, F.1.c.a., appeared in 
the January number of The Commonwealth Journal of Account- 
ancy, and copies may also be had on application to the Secretary. 
The closing date is March 31. A prize of 10/6 is offered for the 
best solution. 


Obituary 


We deeply regret to record the death, on January 31, of Mr. 
H. J. Mudford, a.1.c.a., a member of many years’ standing. 


NEW SOUTH WALES DIVISION 


The Society has been in recess during the holiday season, and the 
next meeting is to be held on February 19, at the Millions Club 
Lounge, when a lecture is to be delivered by Mr. J. A. L. Gunn, 
F.1.C.A., entitled “Anomalies in Federal Income Tax Law.” Mr. 
Gunn, who is recognised as one of Australia’s leading authorities 
on taxation law and practice, needs no introduction to readers of 
this journal, he having been a regular contributor to The Com- 
monwealth Journal of Accountancy on taxation matters. He has 
kindly offered to deal with any question put to him at the forth- 
coming meeting, and that fact should have the effect of further 
stimulating interest in the meeting. At the time of writing, the 
lecture has not yet been held, but it is hoped to report it in our 
next issue. 

The Society, which has a membership of approximately 700, 
has been particularly active during the past year under the leader- 
ship of Mr. W. T. Charge, President, who has been ably assisted 
by the energetic Secretary, Mr. P. H. Dyson. 

During next month (March), three meetings have been arranged, 
and lectures especially prepared for students who intend sitting for 
the April examinations are to be delivered. These lectures are :— 


(1) Intermediate Auditing. 


(2) Mercantile Law. 
(3) Banking, Finance and Exchange. 


The subscription to the Society is 7/6 per annum, and member- 
ship is open to anyone interested in accountancy and allied subjects. 


Society of Accountancy Students (Southern 
Tasmania) 


The Society of Accountancy Students (Southern Tasmania) held 
their first meeting in 1936 at the “Imperial,” Hobart, on January 
27, the lecturer being the President of the Society, Mr. N. D. Daly, 
who took for his subject “Mercantile Law.” Mr. Daly covered the 
salient points of the law underlying contracts, partnership, agents 
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and principals, liens and bailments, receivers and liquidators, 
insurance (fire, life and marine), sale of goods, bills of sale, hire 
purchase agreements, landlord and tenant, arbitration and awards, 
ships and shipping and trustee law. An interesting discussion 
followed. 


The Relationship Between Cost and Financial 
Records 


In the October, 1935, issue of The Commonwealth Journal of 
Accountancy an article appeared, under the title of “The Recon- 
ciliation of Cost and Financial Records,” describing various types 
of relationship between the two sets of accounts. 

The types described were :— 


(1) Complete control through a series of Control Accounts 
in the financial ledger ; 

(2) complete control through a Factory Ledger Control 
Account in the financial ledger ; 

(3) incorporation of cost records in the financial ledger ; 

(4) reconciliation by periodical comparison, 


and it was argued that, for various reasons, the method of direct 
relationship by means of Control Accounts kept in the financial 
ledgers was greatly to be preferred, in most instances, to the other 
methods. 

This direct relationship involves, in its most complete form, the 
substitution of a “Cost of Goods Sold” Account for the conven- 
tional Manufacturing and Trading Accounts. There are reasons, 
however, why many accountants are averse to discarding the 
Manufacturing and Trading Account entirely, and some form of 
compromise is likely to appeal to accountants who have a lingering 
affection for old and tried devices. 

An interesting variant of the system of complete control is 
described by Lloyd F. Mogel in the N. A. C. A. Bulletin for May, 
1935, in an article entitled “Basic Standard Costs as Applied to a 
Hosiery Mill.” Briefly, the plan described by Mr. Mogel is that, 
for Monthly Profit and Loss Statement purposes, the gross profit 
is ascertained from accounts kept in a Factory Ledger, stocks being 
taken at book values, while Delivery, Selling and Administration 
Expenses are extracted from the General Ledger Accounts. To 
enable a Monthly Balance Sheet to be prepared from the General 
Ledger, a monthly entry is made in the financial books, debiting 
Stocks on Hand, at book values as shown in the Factory Ledger, 
and crediting Factory Ledger Transfer Account. In preparing the 
Balance Sheet, the Purchase Accounts and the Factory Ledger 
Transfer Account are disregarded, and the Stock Accounts are 
included. The inclusion of the cost of goods sold as ascertained 
from the Factory Ledger in the trial balance exactly compensates 
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for the difference between the ledger accounts balances thus omitted 
from the trial balance.* 

The journal entry raising the Stock Accounts is then reversed 
as on the first day of the succeeding month, so that on the comple- 
tion of the year’s or half-year’s operations, a trial balance of the 
General Ledger, prepared in the usual way, will provide all the 
material needed for the preparation of Manufacturing and Trading 
and Profit and Loss Account and Balance Sheet in the conventional 
form. Stock values are then taken on physical inventory and the 
Purchase Accounts, which have remained open throughout the 
year, but which have been disregarded for monthly Profit and Loss 
Statement purposes, are closed off to Manufacturing and Trading 
Accounts. 

The yearly closing entries in the Factory Ledger consist of 
a transfer of all open accounts, except the balances reflecting 
physical inventories of stocks, to a General Ledger Transfer 



































Account. 
Diagrammatically, the system of Controls may be represented 
thus :-— 
Control Accounts 
In General Ledger In Factory Ledger 
Materials Several Purchase One Purchase Con- 
Accounts for differ- trol Account 
ent classes of (credit). 
materials (debit). 
Miscellaneous Credits Factory Ledger General Ledger 
and Charges from Transfer Account Transfer Account 
Factory to General (debit). (credit). 


and vice-versa. 





Manufacturing Several Expense One Expense Con- 
Expense Accounts (debit). trol Account 
(credit). 


In the Factory Ledger, the accounts controlling stocks and cost 
records are :— 


Several Material Accounts—controlling Stock and Store 
Records. 


Work-in-Process Accounts P= ; 
Departmental Expense Accounts | 8 : 4 


* Thus, Purchases (debit) — Stocks on Hand (shown as a credit in 
Factory Ledger Transfer Acccunt) = Cost of Material used. Cost of 
Materials used is included in the Cost of Goods Sold figure taken up from 
the Factory Ledger. Hence the dropping of the Purchase Accounts and the 
Factory Ledger Transfer Account and the inclusion in their place of the 
Stock Accounts and the cost of goods sold do not disturb the monthly trial 
balance of the General Ledger. 
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Finished Goods Account—controlling Stock of Finished 
Goods records. 

Cost of Sales Account. 

Sales Account. 

Variation Accounts. 


The form of the Monthly Profit and Loss Statement is as under: 





£ % on Net Sales 
Gross Sales 
Less Returns 
Net Sales 100% 


Cost of Goods Sold 





Normal Gross Profit 
Overabsorbed Manufacturing 
Expense 





Actual Gross Profit 
Less Delivery Expense 
Selling Expense 
Administration Expense 


Net Operating Profit 





Mining Accounts 


By E. CASSLETON ELLIOTT, F.s.a.a. 


A Lecture delivered before the Incorporated Accountants’ 
Students’ Society of London 


[During his recent visit to London, Mr. L. A. Brumby, of Perth, made 
inquiries concerning literature dealing with Gold Mining Accounts. He found 
that the material available is scanty, but was referred to a lecture on the 
subject of South African Mining Accounts delivered by Mr. Elliott in 1912. 
This lecture, which originally appeared in “The Incorporated Accountants’ 
Journal” for June, 1912, is here reproduced, with the kind permission of the 
Editor of that journal and the author, since, despite the lapse of time since 
it was delivered, it contains many points of interest and value to-day. It ts 
hoped, moreover, that the reproduction of the lecture will stimulate discus- 
sion of the differences, if any, between accounting practice in South African 
mining concerns in 1912 and those applied in Australia to-day. Contributions 
or correspondence on the subject, which is of particular interest to account- 
ants in Western Australia, will be welcomed.] 


In all mines, after the claims have been pegged out by the pros- 
pector or the mining rights leased from the landlord, a certain 
amount of prospecting work is carried out to prove the existence 
of the mineral which it is sought to win. The accounts in connec- 
tion with this part of the work are usually very simple and gene- 
rally consist only of a cash account to show the total expenditure 
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incurred in proving the proposition. The owner of the proposition 
at this stage of the mine may either be a single individual or a small 
syndicate; but in any event the next step is the provision of the 
necessary funds for the equipment of the property, the erection of 
the plant, and the development of the mine to such an extent that 
when actual production commences it will not be stopped for want 
of sufficient ore having been developed. Generally speaking the 
financiers, who are approached with the view of finding the capital 
required, usually obtain an independent report of the property from 
their own engineers, and, if ultimately they decide to arrange the 
financing, these engineers will prepare carefully detailed estimates 
of the funds which they consider necessary for capital expendi- 
ture, and also the working capital required to carry on the venture 
until sufficient revenue is available to cover the working expenses. 
You will, therefore, readily understand that there is a distinct 
dividing line in the history of all mines between the period when 
the capital expenditure originally provided for has been completed 
and production commences. For the purposes of my paper I am 
assuming that a company is formed for working the mine, and, as 
is often the case, that the vendors of the property are now the 
financiers who have bought out either the original prospector or the 
syndicate, as the case may be, either for cash and shares, or partly 
cash and partly shares in a company to be formed. The purchase 
price then payable by the company to the vendors becomes the 
first item of capital expenditure in the balance-sheet and appears 
under the heading of property account. A manager is next 
appointed under the engineers to lay out the property and develop 
the mine, according to the scheme prepared by them and on which 
they have prepared their estimates, and, if at this stage an account- 
ant is appointed to take charge of the accounts at the mine, 
considerable troubie will generally be saved in the future. In any 
event, the aim of the accountant wherever he may be situated, 
should be to draw up the accounts to follow as closely as possible 
the estimates of the engineers, the reasons for this being obvious, 
and in case they are exceeded, as sometimes happens, the directors 
will doubtless require particular information of such differences. 
I will now assume that the company’s head offices are in England 
and the mine abroad, and that contracts have been entered into in 
England for large quantities of the plant and machinery to be 
purchased at home and shipped abroad. A contract register 
should be kept at the head office showing the date the contracts are 
entered into, the date when shipment has been arranged, the terms 
whether f.o.b. or c.i.f. and terms of payment, the actual date of 
shipment and dates of payment. Generally speaking, cash is pay- 
able on production of bills of lading, so that it would not be neces- 
sary to open personal accounts for all the suppliers, consequently 
the entries will appear in the actual books of account at the head 
office, when the entries of payment are made in the cash book. 
These payments for the cost of the plant or machinery, the freight, 
dock dues, and insurance in connection with the same, will be 







“4 
| 


4 


ECAR nt > LI Riess Rac pecan nese 


ee oe 


+ 


60 THE AUSTRALIAN ACCOUNTANT FEB. 


debited to the mine office account in the general ledger, and each 
mail a statement should be despatched to the mine office showing 
the cost of the shipments made since the previous mail in the 
following form :— 
Mine Office Dr. to 
Head Office, 
The Good Luck Mining Co., Ltd. 


To cost of plant as per attached invoice from 





John Wilson & Co. Ltd... .. .. .. £2,000 0 O 
jE a5 Se de 4 ds Se te 8 200 0 O 
ee ee ee ee 10 O O 
» Insurance, 7/6 per cent. on £2,500 .. 9.2 6 

£2,219 7 


In case the cash for the plant purchased at home is not payable 
immediately or is spread over a period, it will be better to open a 
personal account for the supplier and debit the mine office with 
the total invoice cost at once, as the entry will be required abroad 
as soon as the plant arrives. All other payments including remit- 
tances to the mine by the head office, such as proportions of 
salaries payable to mine officials, etc., should be debited to mine 
office account, and advised in the usual way, and at the end of each 
quarter, or oftener if needed, a statement should be prepared and 
sent to the mine of this account, so that the two offices may always 
be in accord. Credits, such as sums recovered from underwriters 
for any loss, will also be treated in the same way. I have now 
endeavoured to explain that all transactions at home in connection 
with the mine will pass through the mine office account, so that 
you will understand that the capital expenditure accounts will all 
be kept at the mine. 


BOOKS AT THE MINE 


Now, to turn to the mine. The chief books necessary consist 
of cash book, general ledger, journal, invoice book, and all sub- 
sidiary books, such as wages books, petty cash book, stores books, 
etc. The cash book will be ruled in the usual form, with details 
column, cash ¢nd bank, both debit and credit, and the receipts 
during the construction period will consist of remittances from 
head office, and any sundry receipts from sale of stores to 
employees, rents receivable, or sundry revenue; the cash column 
is usually necessary, because if native labour is used it will not 
easily be found practicable to draw cheques for the exact wages 
required. The payments will consist of salaries, wages, plant and 
machinery, building material and stores purchased locally, and 
general expenditure. 

In the general ledger the first account will be the head office 
account, to which will be credited the remittances from home, and 
all payments made by them for plant, etc., as contained in the 
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advices received regularly each mail. This account should agree 
with the quarterly account referred to above. The accounts for 
capital expenditure will follow the engineer’s estimates, and will 
usually consist of permanent works, such as shaft sinking and 
equipment, mine development, railway sidings, machinery and plant, 
building, and, as water is a most important item, reservoirs and 
dams will be another useful heading. As these are comprehensive 
accounts, it will be found advisable for many reasons to have a 
subsidiary ledger giving further details of this capital expenditure, 
which will be divided up somewhat on these lines :— 


The total of these 
three accounts or as 


Shaft No. 1.—Sinking and equipment yc: oe be 
Shaft No. 2— . : ‘ necessary will agree 
Air Shaft — ; with the shaft sink- 
ing and equipment 
account in the 
general ledger. 





i i. na og hy Som, de. 
CCE 6 64 ¢e 65.40 e208 4 
Fan engine .. .. | these will agree 
Be IE ns os a0. 69, 90.00 | with the machinery 
ree eee | and plant account. 
Sorting machinery, etc. .. os 


The totals. of 


Buildings.—Mine buildings can be subdivided somewhat as 
follows in the subsidiary ledger into :— 


Native compound. 

Coolie compound. 

Married workmen’s quarters. 
Single workmen’s quarters. 
Manager’s house. 

Boarding house. 

Stabies. 

Explosives store. 

Office. 

General store. 

Boiler house. 

Pump house. 

Winding engine house. 

Lamp house. 

Fan and power engine house, and so on. 


Reservoirs and dams will be divided in exactly the same way, 
and, as far as possible, in making the division the detailed engi- 
neer’s estimates should be followed. These subdivisions in what 
I call the plant ledger will subsequently be found extremely useful 
for depreciation purposes possibly, and when the question of 
insurance is finally settled, as a schedule of all the fixed assets 
at the mine will be available, thus saving considerable labour, it may 
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possibly assist in obtaining the most favourable terms from the 
insurance companies. The other principal accounts in the general 
ledger will consist of stores, wages (divided into European and 
native), office furniture and fittings, live stock, carts and harness, 
waggons and, when the mine has commenced production, the 
working expenditure and revenue accounts. 

In a mine of any size it will not be found practicable usually to 
pay promptly for all stores and local purchases, so that, as a rule, 
monthly accounts will be opened with the regular suppliers, and, 
in connection with these, it will be found convenient to keep an 
invoice book in which to record the invoices for all purchases, and 
in conjunction therewith a bought ledger. This invoice book I 
suggest should be ruled on the columnar system, having a total 
column and extension columns headed with the principal accounts 
in the general iedger, such as permanent works, mine development, 

ailway sidings, plant and machinery, buildings, stores, general 
expenses, etc. 

This book can be used as a medium for crediting the head office 
with the invoices received from home for plant and machinery 
supplied. If it is desired to keep the bought ledger on the self- 
balancing system, a head office account should be opened in this 
ledger, and the total transferred monthly through the journal to the 
general ledger. It will, of course, only be necessary to enter the 
name of the supplier and the amount, as the invoices will always 
be available for the full details. I have described the functions of 
the headings of the principal columns in this book, with the excep- 
tion of stores, which is a most important account in all mines of 
whatever size, as it is a fruitful source of anxiety and trouble. After 
a mine has commenced production, I would suggest that all stores 
purchased, whether of a capital or working expense nature, should 
pass through this account, but, during the construction period I 
do not think this is so necessary, for I consider that where the 
whole of an invoice is chargeable directly to a particular portion of 
the work to be used solely in connection with that work it may 
be debited to that account direct through the invoice book, but 
where stores are bought to be used for several parts of the mine 
construction, the invoice should be debited to the stores account, 
and the charge to the capital account will ultimately come through 
from the storeKeepers’ returns. 

For example, a winding engine with all equipment has been 
purchased at home and shipped to the nearest port to.the mine, 
with all charges paid to that port. The invoice showing the total 
cost to this port will, in due course, be forwarded to the mine, and 
must be entered in the invoice book to the credit of head office 
and extended to machinery and plant column. The total of this 
column will be posted to the debit of machinery and plant account 
in the general ledger, and will, in turn, be also posted in the plant 
ledger to the debit of winding engine and equipment account. 
Before the machinery has been delivered at the mine other charges 
will have been incurred, such as landing, dock dues, and all other 
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handling charges at the port, railage and possibly transport to the 
mine. ‘These charges will, in due course, be invoiced to the mine, 
and will require to be dissected to the proper column in the invoice 
book, and from there to the general ledger, and subsequently the 
plant ledger. In this case it will be seen that there is no necessity 
to put this particular item through the storekeeper’s books, but 
where a large quantity of timber or galvanized iron has been 
purchased for use on different sections of the property, it will be 
found convenient to debit this direct to stores account. Now, in 
connection with the purchase of stores, and, in fact, anything in 
connection with the mine, it is essential that a properly printed 
order be handed out to the supplier to be written in duplicate and 
signed by the manager or some responsible person. The duplicate 
will be retained in the order book, and in connection therewith a 
stores ordered book, on the columnar style, should be kept to record 
all orders given out. It should contain the following particulars :— 
date of order, consecutive number, name of supplier, short particu- 
lars of goods ordered, approximate price, date of invoice and 
amount. A glance at this book wil! readily show all goods on 
order and not delivered at any given time. The storekeeper, 
besides having a knowledge of stores needed on the particular mine 
to which he is appointed, will also require a certain clerical know- 
ledge, as upon his accuracy depends, to a great extent, the success 
of this particular department. All invoices for stores purchased 
by the mine manager or the engineers will be received at the office, 
and these should be stamped with a rubber stamp, showing the 
department to which they are to be charged, and will then be 
handed to the storekeeper, so that he may check the articles on 
arrival. ide will require-to keep a stores received book, stores 
delivered book, and stores ledger. All invoices marked stores will 
be entered in his stores received book, after they have been checked 
as to safe arrival, and the storekeeper will then be fully responsible 
for these. If the stores are delivered free by the merchants at the 
mine, there will not be any addition to the cost, but if, as is nearly 
always the case, railage and transport is payable by the mine, the 
cost of this will have to be added by the storekeeper to the invoice 
as entered in the stores received book, and if the articles have 
been shipped from home, landing charges will also have to be 
added, so that the stores received book will then show the landed 
cost of the stores at the property. The invoices will then be 
returned to the office to be entered in the invoice book and credited 
to the merchant or supplier, and it will be seen that the total of the 
stores received book, as kept by the storekeeper, will agree with the 
stores column in the invoice book, as written up by the accountant. 
As the storekeeper is now responsible for all the stores received 
by him according to the invoices, before he delivers any of these 
for use on the mine he should demand a requisition, signed by one 
of the foremen or men-in-charge, which will give the date, particu- 
lars of stores required, and to what work or department they are 
chargeable. These requisitions will then be entered in the stores 
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delivered book, and in order to save clerical labour will be amalga- 
mated as much as possible: this book will be divided into sections 
such as mine, buildings (giving particulars of the building), plant 
and machinery, permanent works, and such sub-divisions as may 
be found necessary. This book will be written up daily, the prices 
put in being the actual cost price as landed at the mine. An addition 
of a small percentage is sometimes advocated to cover any short- 
ages, but some storekeepers are able to make surpluses without 
any such addition. This book will be added up at the end of each 
month, and a summary taken out of all stores issued during that 
period, which will then be handed into the office to be entered in 
the books of account. I have already said that the storekeeper will 
keep a stores ledger, and this should be ruled on the usual system, 
and now that loose-leaf ledgers are so much in vogue I would 
suggest this should be the form adopted. The credit side will 
need to be wider than the debit, as naturally the deliveries will be 
considerably more than the receipts, and this book will need to 
have columns both for quantities and cash. An account should 
be opened for each article, but here a certain discretion will have 
to be exercised, as the stores used on a mine are of so multitudinous 
a nature that to have an account for each article is a practical 
impossibility. For instance, where articles, such as sheet iron, are 
bought by weight but are of different sizes, one account will only 
be necessary for them. The stores inwards as appearing in the 
stores received book will be posted to the debit of the particular 
accounts to which they belong, and the stores outwards to the credit 
from the stores delivered book, but here again the deliveries will 
be summarised to save time and clerical labour before being posted. 
This stores ledger will then show at any particular time the stock 
on hand of any stated article, and at the end of the financial year 
can be used to materially assist the taking of the stock, as if the 
stock on hand is verified with this ledger from time to time, the 
value of the stock and quantities can be taken from the ledger. 

The accountant will journalise the schedule of stores issued 
during the month as prepared and certified by the storekeeper, 
debiting the particular accounts to be charged and crediting in 
total the stores account. 

, WAGES 

The other most important charge in mining accounts is that of 
wages, and I propose here to deal with a mine situate abroad 
where native labour is extensively employed, and the European 
labour required is chiefly engaged in overlooking, and to do the 
more skilled mechanical work. The natives employed are, as a 
rule, provided by the mine with house accommodation in the way 
of huts or houses built in the form of a square, usually called a 
compound; they are also provided with rations, and a staff of 
Europeans and natives are appointed to look after them, the chief 
Furopean taking the office of compound manager. In addition a 
native hospital is provided, and free medical attendance is also 
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allowed. All these charges, the upkeep of the compound, salaries to 
Europeans, wages to cooks and police boys, rations, etc., should 
be charged to one account in the general ledger, and, in my opinion, 
as they are provided in lieu of a certain proportion of wages, the 
total cost should be apportioned to the work performed by the 
natives. The compound manager is responsible for all the natives, 
and a requisition is handed him for the numbers of “Boys” 
required by each department. These boys at the end of each day’s 
work are handed by the foreman either tokens or small tickets, 
which they take to the time office, together with their large ticket, 
which is then stamped with the date in the space provided, the 
tally or small ticket being delivered up. There are several methods 
of recording native wages, some in greater detail than others, and 
it is sometimes argued that all native labour being remunerated at 
about the same price, the system requiring the least possible clerical 
labour is sufficiently efficient. This is the token system, by which 
a number of tokens are handed to the foreman at the beginning of 
the day and returned to the time office at the end of the day by 
the boys; the foreman will also return any surplus tokens he may 
have, and also inform the timekeeper, on a return specially ruled, 
of the work performed by the boys. The timekeeper has a time 
book in which he records against the boy’s number the shift worked 
by him when stamping his card. This book shows the number 
and name of boy, rate of wage, arrears, and has 31 spaces for the 
number of days in the month, total shifts worked, total amount 
due, amount paid, and date and arrears carried forward. At the 
end of the month the position of each boy is worked out, and the 
total number of shifts worked by all the boys, and the total wages 
earned by them is also arrived at. The timekeeper has further 
written up daily in another book the record of the work done by the 
boys in shifts from the returns handed in by the foreman, and if 
the boys have handed in all their tokens to be marked on their 
large cards the total number of shifts worked as recorded in both 
books should agree. To the total wages earned has to be added the 
total compound expenses for salaries of compound manager, wages 
of cook boys, rations, etc., as obtained from the mine office, and this 
sum divided by the total number of shifts worked will give the cost 
per shift. The summary of the foremen’s returns will give the 
number of shifts worked on each particular job during the month, 
and these multiplied by the cost per shift will show the total 
expenditure incurred for native wages and food spread over the 
various mine works for the month. These figures will be prepared 
in the form of a return for the mine office, and the accountant will 
then journalise this, debiting the various expenditure accounts, 
such as plant and machinery, permanent works, buildings, and 
crediting native wages account with the total wages earned, and 
compound expenses with the proportion charged out, which latter 
account has previously been debited with these expenses from the 
cash book, stores return and petty cash book. 
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The wages are paid from the office in some cases once a week, 
and others once a fortnight, and when a boy has his card of 30 
shifts completed, and generally six days on a new card, he is 
entitled to draw his pay for the 30 days only. The money is paid 
over and the cards retained as a voucher, these being entered in a 
native wages cash book, showing number of boy, name, number of 
shifts paid and amount. The total of this book agrees with the 
wages paid out according to the cash book and the book is then 
sent down to the timekeeper, so that he may mark off his wages 
book all those which are paid. From the cash book the wages paid 
are posted to the debit of the native wages account in the general 
ledger, and the balance due on this account should equal the arrears 
due to the boys as shown by the timekeepers’ wages book. 

The European wages are recorded on the same principle, but 
here the wages earned equal the wages paid, as no amounts due are 
held over at the end of the month. A return is then prepared of the 
cost of the work done by the Europeans, the manager or engineers 
usually apportioning those who are engaged generally all over the 
mine, and not on any specific work. This return is also journalised 
by the accountant is a precisely similar way. All other expenditure 
is charged direct from the cash book, petty cash, journal and invoice 
book, and that expenditure which is charged to a capital expendi- 
ture account is further detailed in the plant ledger, being also 
posted there. 


COMMENCEMENT OF PRODUCTION 


I have now endeavoured to show how the records should be 
kept up to the date when production commences and the mine 
begins to earn revenue. All expenditure is charged to capital 
during this period, and any products won during construction or 
sundry revenue earned should be credited either to mine develop- 
ment account or an account entitled “general expenditure during 
construction.” This last account will usually consist of all expendi- 
ture, such as consulting engineer’s fees and the like, which are not 
easily apportioned to any particular portion of the work. 

When production commences the accounts will be kept in the 
same way, except that the division of the expenditure will be 
different, a largé proportion of this now being debited to working 
expenses and the balance to capital expenditure, instead of, as 
heretofore, all to capital. A careful division will, therefore, require 
to be made, but as almost all the expenditure on mines consists of 
wages and stores this is easily possible, provided the requisitions for 
stores and the returns of native labour by the various foremen are 
carefully watched to see that the correct accounts are being charged. 

The chief additional accounts to be opened in the general ledger 
in the case of a gold mine will be working expenditure, mining, 
sorting, crushing and tramming, milling, cyaniding, general 
charges, annual or periodical payments, gold sales. The entries to 
mining, sorting, crushing and tramming, milling and cyaniding 
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accounts will consist of stores, wages (both native and European, 
and a proportion of the manager’s salary), and any other charges 
which can be specifically allocated to these accounts. Repairs and 
renewals consisting of stores and wages can be debited either to 
these accounts or to a separate account, to be subsequently incor- 
porated in general charges. To “annual and periodical payments 
account” will be charged all claim licences, insurance premiums, 
telephone rentals and similar periodical payments, and this account 
will be credited each month with the proportion expired, which 
will be debited to general charges. General charges will contain, 
besides repairs and renewals and maintenance, all expenditure 
which cannot easily be allocated, such as salaries of staff other than 
compound manager, doctor for Europeans, salaries and fees of 
locai directors and general expenses. The salaries and fees of 
local directors, which are generally payable quarterly, will be 
debited monthly to the general charges account and credited to 
directors’ personal accounts, so that this account will then contain 
exactly one month’s expenditure. A journal entry will next be 
made crediting mining, sorting, milling, cyaniding and general 
charges account with the balance of each account, and these credits 
will be debited to a working expenditure account, which will be 
ruled with twelve columns, one for each month, so that this account 
when credited with the gold produced for the month as trans- 
ferred from the gold sales account and any sundry revenue will 
show the actual profit earned at the mine. 

Estimates may require to be made in the general charges account 
for some items, but these should be made as carefully as possible 
so that the profit at the mine, according to the final accounts at 
the end of the year, may equal the total monthly profits. 

The monthly cost sheets will show the results according to the 
books, and if the working accounts are closed monthly in the way 
indicated there will be no material differences at the end of the 
financial year. 

On the cost sheets further details of the expenditure will be 
shown for mining, milling, cyaniding, and all the accounts which 
are raised to show the cost of mining and extraction. The particu- 
lars of these details will be derived from the stores issued return 
and the wages earned, and in order not to make my paper too 
long I have endeavoured rather to show the general methods of 
recording this expenditure than to show the actual details. General 
charges will also require to be sub-divided in the same way. 

The cost sheets should also show the capital expenditure (if 
any) during the month, which will be derived from the ledger 
accounts. The final profit shown will only be subject to the head 
office charges which can readily be estimated with a fair degree of 
accuracy, so that the net profit earned monthly may be arrived at. 

There are two methods of treating mine development which is 
the cost incurred of continuing the opening up of the mine after 
production has commenced—the one is to charge this direct to 
revenue account as part of the working cost, and the other is to 





68 THE AUSTRALIAN ACCOUNTANT FEB. 


charge it to capital, and then write off monthly the cost of so 
much of the developed ore as has been mined at the average cost 
per ton of development. This average cost will vary each year, 
and is arrived at by taking the cost figure at the commencement of 
production and dividing it by the tonnage developed, as estimated 
by the engineers. The tonnage mined is also given by the engineers 
monthly, so that the amount to be debited to working expenditure 
is this tonnage multiplied by the cost per ton, as shown above. At 
the end of the year the balance of this account is then divided 
by the total tonnage developed as again given by the engineers, 
and thus a new cost per ton is arrived at for writing off the 
succeeding year. The first method is that usually adopted where 
the new ore developed about equals the ore mined, but where it is 
largely in excess then the latter method is, perhaps, the more 
accurate. In some cases, too, a fixed cost per ton is used—usually 
in excess of the actual cost per ton—so that this account is 
gradually depreciated and in time disappears altogether. 

The net profit in the former case, as shown by the monthly cost 
sheets, is then available for distribution after providing for the 
capital expenditure incurred, but in the latter it is subject to the 
increased mine development as well. 


DEPRECIATION 


You will notice I have said nothing about depreciation, my 
reason being that there are so many different methods of treating 
this subject that it could well form the subject of a separate paper. 
Without in any way wishing to argue this debatable question, I 
will state some methods which are adopted. Some of the gold 
mining companies on the Rand do not write off any depreciation at 
all on the initial capital expenditure, and all repairs and renewals 
are charged to revenue; any capital expenditure incurred after the 
production stage has been reached is, however, provided for out of 
profits by transferring from appropriation of profits accounts a suffi- 
cient sum to the credit of an account entitled, “Revenue appropri- 
ated for capital expenditure in excess of working capital provided,” 
to meet such sum, and this takes the place of an ordinary deprecia- 
tion reserve account. By this means the capital provided by the 
shareholders is’ not preserved intact, but all available cash is 
distributed as dividends. 

Another method is to place to a depreciation reserve account 
such sums as the directors may decide, and this is generally a 
round figure, being usually such a sum as may be needed for the 
extension of the plant. 

If, however, it is desired to depreciate the plant and machinery 
and buildings scientifically, the sub-division of these assets in the 
plant ledger will be found useful, and the rates can vary according 
to the estimated life of the various assets concerned. The actual 
cost of the property is not, however, written down in this way, as 
there is no requirement compelling companies to make allowance 
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for the exhaustion of their capital invested in such wasting assets. 
The obvious deduction to be drawn from this is that shareholders 
who invest, or perhaps I should say speculate, in mines, should, 
out of the dividends received, provide themselves for the wastage of 
their investment, and treat a proportion of such dividend as a 
return of capital. 





Federal Institute of Accountants 
NOVEMBER EXAMINATION RESULTS 


The total number of candidates who presented themselves for 
examination at the November, 1935, Examinations of the Federal 
Institute was 3,102, distributed as follow :— 





Intermediate Final Total 
; Victoria .. . 2 Sot 483 400 883 
New South Wales ee 146 120 266 
E Queensland .. .. .. .. 400 348 748 
South Australia .. .. 318 315 633 
Western Australia . .. 209 249 458 
ce 59 55 114 
1,615 1,487 3,102 
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Iniermediate 
Victoria: 
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Tasmania: 


Nil. 
Final 


Victoria: 


New 


F. D. Crean (2nd eeerete ae ae eecge 
Ot ES ee ee ee 


South Wales: 
Nil. 


Queensland: 


J. E. Clifford (1st Commonwealth) .. .. .. .. .. .. 483 


South Australia: 


A. Ferris Scott (3rd Commonwealth) .. .. .. .. .. 445 


Western Australia: 


Nil. 


Tasmania: 


Nil. 
INTERMEDIATE COMPLETE PASSES 


Victoria: 


New 


Messrs. N. A. Adamson; J. A. F. Alger; W.-M. Anderson; L. J. 
Archer; Miss M. Atcheson; A. F. Baird; A. G. Barton; C. 
3ourne; J. L. Brett; R. J. Brine; M. E. Buckman; J. D. Brough- 
ton; R. J. Campbell; R. A. Carpenter; E. E. Cavell; T. S. Clark; 
D. H. Cox; G. R. Davis; A. V. Dickenson; L. H. L. Dixon; A. 
Doubleday; Q. J. Durward; R. W. Easdown; A. Ebdon; Miss D. 
Egerton; J. R. Ellis; M. English; L. P. Etheridge; T. J. Fallon; 
Miss E. M. Fry; A. W. Gilchrist; G. G. Grogan; S. O. Hamble- 
ton; R. N. Hastings; H. P. Henderson; A. G. Hobbins; R. J. 
Ingram; J. F. R. James; G. F. Kellett; J. A. Kelson; W. R. 
Lancaster; G. R. Lane; H. Limmer; R. S. Martin; W. Martin; 
G. D. Matthews; H. L. Matthews; W. L. Milne; T. M. Morphet; 
R. L. Morrall; J. T. McEntee; A. R. McLerie; L. A. McNeilage; 
C. E. Paine; A. G. Peterson; L. A. Phillips; E. A. Preston; A. J. 
Quin; J. S. S. Richards; J. StB. Richardson; J. H. Rogerson; 
P. J. Salmon; J. H. Scott; G. W. Silverwood; K. A. Spink; V. W. 
Sprake; R. L. Stewart; B. H. Strong; W. J. Todd; Miss J. M. 
Trippett; E. L. Trivett; R. H. Tucker; D. T. Turner; W. G. 
Turner; H. Walsh; F. Walshe; E. F. Watson; R. Webb; L. A. 
Williams; K. M. Wilson; K. P. Wilson; E. T. H. Wilson; A. E. 
Wookey; V. J. Younes; L. W. Bell; D. K. Thornton; S. K. Trevan; 
J. W. Archer; H. N. Barton; L. E. Burnell; L. R. Cole; F. C. 
Craddock; Miss M. I. Edwards; F. A. Kirsten; ©. A. Mitchell; 
G. H. Mortimer; F. Murphy; A. W. McCall; C. F. McClusky; E. 
Pollock; S. E. Singleton; A. W. Strongman; B. F. Walker; 
4 E. Watson; H. N. Day; D. Marrows; W. A. McConnan; 

W. O’Dwyer; E. H. Smith; M. W. Sparkman; A. H. Cox; 
3 G. Koska; F. T. Oakley; J. Premier; L. G. Valpied. 


South Wales: 

Messrs. W. Bodey; A. B. Booth; A. W. Brown; A. Cameron- 
Smith; J. Cooper; R. C. Cotton; Miss M. G. Haimes; K. C. 
Hammond; N. Hogarth; H. J. Lees; H. N. Lees; A. G. Lewis; 
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A. R. Lonergan; J. T. P. Mackey; S. J. Minett; T. F. Nash; J. F. 
Nugent; J. K. O’Connell; J. P. Richards; A. T. Viles; D. A. 
Warburton; C. J. Beresford; G. B. Bird; D. R. Gourlay; G. A. 
Green; R. V. Jolly; A. A. McClung; J. F. Venn; T. Einersen. 


Queensland: 


Messrs. N. C. D. Allen; F. G. Andrews; H. W. Atkin; T. A. 
Bennett; J. J. Beeston; G. W. Christian; C. M. Daintrez; G. J. 
Davis; L. A. Deacon; W. R. Dunstan; L. J. T. Durrant; D. 
Eaves; C. L. Gilburne; J. A. Hackett; F. Hefferan; R. A. Hollett; 
Pe De A. Hoskins; A. J. Humphreys; A. M. Hyslop; J. C. Kent; 
A. E. Kershaw; N. G. Kidd; Miss M. E. Lethem; Miss C. Lind; 
W. B. MacFarlane; B. S. Marsh; E. P. Milliken; F. J. Moore; 
R. H. J. Morton; L. F. J. Prince; G. O. Roberts; P. F. Roberts; 
C. E. Robinson; W. J. Salter; C. G. Schimming; J. I. Scurrah; 
&: 2. Shepherd ; V. O. Sullivan; K. A. Taylor; T. E. Taylor; 
J. A. Watson; L. M. Whitehead; G. M. Willey; D. E. Winnett; 
A. J. Wright; G. F. A. Young; D. C. Young; V. L. Bartlett; 
Miss E. A. Barnett; Miss M. E. Cannon; Miss L. S. Chandler; 
J. K. Cleeve; A. J. L. Coombs; A. R. Foote; D. M. Galloway; 
~ < Hofman; W. M. G. Hoskins; C. J. Kelly; L. Lane; M. J. 
Lonergan; P. C. Muston; Miss K. J. McKenzie; J. W. H. Mc- 
Master; I. R. Raymond; C. F. Rivers; J. A. D. Ross; E. J. 
Russell; W. J. Tait. 


South Australia: 


Messrs. W. J. Arnold; B. F. Birch; T. A. Bishop; C. L. Bony- 
thon; A. Brookman; I. L. Calder; F. L. Corcoran; E. G. Correll; 
D. S. Corston; H. J. Cowell; R. W. Cox; B. H. Crichton; C. L. 
Dundas; F. J. Ellen; C. R. Gargett; J. G. Goode; R. R. Gray; 
D. L. Hackett; R. H. Harding; A. L. G. Hicks; M. W. Hay; 
G. Hoare; R. S. Howland; R. E. Inns; J. F. Jenkinson; S. Kid- 
man; D. F. Morton; K. P. Mountford; H. B. Murrie; C. S. 
McArthur; J. C. Noble; W. A. Pointon; R. Potter; L. G. 
Pritchard; R. M. Rees; A. J. Rew; W. S. Roberts; B. Shepard ; 
J. Skinner; W. C. Stevens; G. R. E. Tonkin; M. S. Thi: om; A. R. 
Tuckwell; F. G. Walkley; J. S. White; G. E. H. William : D. J. 
Wilson; J. R. W a? J. H. Wright; J. E. Crotty; L. V. Brown; 
E. D. Byerlee; V. L. Cornish; A. S. Cottell; J. J. Craig; D. 
Dalby; Cc. M. aA. K. W. Hammer; D. J. Harvey; T. M. 
Hickey; G. Lander; H.C. Lester; R. G. Markham; L. G. Marsh- 
man; Miss H. L. Mitchell; B. W. Nicholson; W. A. Paterson; 
N. A. Phipps; G. J. S. Pickering; T. A. Roberts; R. A. Stott; 
J. B. Tayler. 


Western Australia: 











Messrs. M. D. Beard: T. W. Binns; C. M. Boyd; H. E. Bancroft; 
M. R. Bentley; J. G. Blockley; R. Cole; W. Delamare; D. J. 
Donaldson; H. G. Ferrier; K. Graham; K. F. Gutteridge; A. J. 
Horlin; R. Hutton: Miss M. M. Hobbs; G. B. Hancock; B. M. 
Hawes; J. N. Hawkins; G. Kaye; S. F Ladner; J. J. Leavy; 
L. C. Miller; T. F. Leslie; G. F. Mathea; R. H. Miller; W. J. 
Mills; S. Macliver; A. R. Meyers; A. McRobbie; R. G. Nicholas ; 
T. M. O’Sullivan; G. J. Odgers; H. R. Pettit; “of Rattigan; W. J. 
Robertson; C. Schurmann; E. L. Shaw; G. R. Smith; J. A. 
Skipsey; T. R. Stenhouse; E. L. Stannard; C. J. G. Stansfield; 
P. Bateman; D. L. Buzacott; A. G. Fogarty; A. J. Grigg; J. F 
Graham; R. Marshall; T. F. Meagher; E. V. Stephens; D. G. 
Walmsley; H. Williams. 











72 THE AUSTRALIAN ACCOUNTANT FEB. 


Tasmania: 
Messrs. V. Brooke; E. W. Wood; R. R. Baker; I. Bewsher; 
R. D. Campbell; F. Gason; W. W. T. Koeck; L. G. Vautin; K. W. 
Ward; B. L. Westbrook. 


FINAL COMPLETE PASSES 
Victoria: 

Messrs. D. W. Alexander; A. H. Atkinson; G. A. Bridges; G. B. 
Canham; L. C. Cavigan; L. Clarke; F. A. Colman; K. H. Cott- 
man; R. Coughlan; J. Craig; F. D. Crean; A. W. Geuer; 
A. W. M. Gibson; B. Gribbin; O. B. Hughes; C. Jepson; H. J. 
Keetley; Miss I. L. Kelly; J. T. Kennedy; D. T. Kerr; M. W. 
Lovett; W. Maggs; S. O. Morrison; C. E. Mulcahy; J. G. 
Oldham; L. N. Partington; C. A. Roffey; F. H. Rollason; J. C. 
Schruhm; J. E. Shepherdley; M. R. Sinclair; A. B. Tileman; 
G. Walker; R. A. Walmsley; T. C. Wheat; T. N. Irwin; R. A. 
Menhennitt; F. W. Bond; E. L. Harwood; H. A. Day; S. L. 
Edwards; A. J. Andrewartha; K. G. Bennet; D. H. Milner; H. 
Robinson; L. W. Thompson; F. G. Virgona. 


New South Wales: 
Messrs. C. A. R. Bickford; W. J. Bullman; H. L. Croydon; E. D. 
Francis; J. W. Goodsell; F. C. J. Hassan; J. E. Hosking; A. J. 
John; H. W. O’Connor; N. D. Purvis; F. Weir. 


Queensland: 
Messrs. J. C. Anderson; H. N. Armstrong; L. F. B. Barber; 
H. McL. Beal; G. B. Black; J. E. Brennan; Miss L. M. Brierley; 


J. Burrows; W. P. Campbell; A. J. Carswell; J. E. Clifford; J. 
Davis; L. A. Davis; P. D. Davies; D. Doyle; E. Dunlop; C. B. 
Ernst; M. A. Fasano; C. A. Gibney; J. K. Harrington; P. P. 
Henley; M. J. W. Kidby; D. Lynch; M. G. Milne; F. W. 
Murphy; J. A. Parminter; A. J. C. Peyton; B. E. Riding; F. B. 
Roberts; Miss L. Short; O. C. H. Smith; W. R. G. Stokes; W. J. 
Todd; N. C. Tritton. 


South Australia: 
Messrs. A. J. Adam; G. W. Baker; A. Bateman; R. Bayly; W. B. 
Beart; H. E. Beasley; R. P. Born; N. F. Brooks; T. F. Burchall; 
R. H. Cox; F. J. Day; R. J. Eglinton; D. A. Fry; H. R. Goode; 
L. C. Grigg; J. J. H. Howe; L. A. Ide; J. C. Langley; G. E. May; 
W. K. Moon; A. McNamara; W. A. Pearce; A. Ferris Scott; 
F. R. Smith; V. A. Staude; H. W. Taylor; A. G. C. Waldeck; 
A. J. Walker; A. R. Whittington; A. V. Williamson; L. F. Winton. 


Western Australia: 

Messrs. G. L. Avery; J. B. Atkinson; Miss B. M. J. Cheyne; T. W. 
Carmody; J. GS. Dunn; A. W. Fripp; N. Gray; C. Higgs; Miss 
D. F. Hope; F. J. Hayes; H. E. J. Hewitt; G. E. Hall; E. G. 
Johnson; N. E. Kennedy; G. W. Luyer; A. W. Lake; B. W. E. 
Lindsey; E. L. Metcalf; R. N. Marshall; A. T. Musk; D. 
McKinlay; R. Ruscoe; H. E. Rubie; R. E. Ryan; C. F. Rawll; 
A. B. Stannard; K. H. Sudlow; W. A. Starr; S. J. Simmons; 
E. E. Turner; A. E. Waters; J. Waldron; J. Walters. 


Tasmania: 
Messrs. K. H. Fisher; R. G. Noble; E. E. Rees; M. K. Richards. 
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